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TO  PROHIBIT  THE  PAYMENT  OF  GRATUITIES  TO  THE  MASTERS 


or  VESSELS. 


CoMMrmsE  ON  the  Merchant  Marine  and  Fisheries, 

House  of  Reprkhkntatives^ 

Washmgt&n^  D.  C.^  Thimday^  Joffmaary  15^  19B0. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon  William  S.  Greene 
(chairman)  presiding. 

The  Chairman.  We  will  take  up  this  morning  a  bill  introduced 
by  Congressman  Miller,  of  Washington,  H.  R.  9572,  entitled  ^'A 
bill  to  prohibit  the  payment  of  gratuities  to  masters  of  vessels,  or 
other  persons,  for  the  purpose  of  inducing  or  securing  contracts  for 
repairing  vessels  or  furnishing  vessels  with  supplies  or  other  neces- 
saries." 

[H.  B.  9572. — 66tli  Congress,  Ist  session.] 

A  BILL  To  prohibit  the  payment  of  gratuities  to  the  masters  of  vessels,  or  otlier  persona* 
for  the  purpose  of  inducing  or  securing  contracts  for  r^airing  veMels  or  famishing 

vessels  with  supplies  of  other  necessities. 

Be  it  enacted,  etc.  That  from  and  after  the  passage  of  this  act  it  shan  be 
unLawful  for  the  master  of  any  vessel,  or  other  persons,  having  authority  to 
contract  for  rei:)airs,  supplies,  or  necessaries  for  any  vessel,  to  receive  or  solicit, 
directly  or  indirectly,  any  conunission,  bonus,  gratuity,  sum  of  money,  or  otlier 
thing  of  Value,  for  the  purpose  of  inducing  the  mailing  or  placing  of  any  ccm- 
tract,  express  or  Implied,  for  repairs,  saiH[>lieB,  or  necessaries  for  any  vessel, 
or  the  use  of  any  dry  dock  or  marine  railway  facilities  for  any  vessel;  and 
whoever  shall  i-eceive.  solicit,  offer,  give,  or  pay,  directly  or  indirectly,  any  such 
commission,  bonus,  gratuity,  sum  of  money,  or  other  thing  of  value,  for  the 
purposes  aforesaid,  shall  be  deemed  guilty  of  a  misdemeanor  and  shall  upon 
conviction  be  puni^ed  by  a  fine  of  not  less  than  $1,000  and  of  not  more  than 
$5,000,  or  by  imprisonment  for  not  less  than  6  months  and  not  more  than  12 
months,  or  both. 

STATEMENT  OF  HON.  JOHN  FRANKLIN  MILLER,  A  REPRESEUTA- 
TLY%  Ur  COSTGBESS  F&OM  THE  STATE  OF  WASHIfi 6T0H. 

Mr.  MiM.ER.  Mr.  Chairman  and  gentlOTien  of  the  committee,  one 
week  ago  to-day  this  bill  CMne  on  for  hearing  before  the  committee, 
and  upon  my  application  it  was  adjourned  until  to-day  in  order  that 
some  gentlemen  might  be  present  to  give  the  committee  the  benefit 
of  their  knowledge  of  thei  matters  the  bill  is  intended  to  correct. 
There  are  some  of  the  gentlemen  present  to-day  whom  I  would  like 
to  have  state  before  the  committee  their  e^imates  of  the  merits  of 
the  bill.  The  bill  was  introduced  at  th©  special  instance  of  Mr. 
D.  E.  Skinner,  of  Skinner  &  Eddy,  large  shipbuilders  at  Seattle. 
Mr.  Skinny  is  in  t^e  East,  but  will  be  unable  to  be  here  until  to- 
morrow, and  I  ask  that  the  committee  give  him  an  opportunity  to 
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be  heard  when  he.  arrives.  He  got  the  date  confused.  He  is  in 
Philadelphia  to-day.  The  firm  of  Skinner  &  Eddy,  of  beattle,  is  one 
of  the  largest,  if  not  the  lai^est  shipbuilders  an  the  Pacific  coa^t,  and 
having  large  dry  docks. 

The  Chaibman.  We  will  have  a  meeting  to-morrow  on  another 
question  and  we  will  give  him  half  an  hour  if  that  will  be  sufficient- 

Mr.  Miller.  Very  well. 

Mt.Hardt.  Let  me  that  you  state  briefly  ]ust  what  the  purpose 
of  the  bill  is? 

Mr.  MiujfiR.  The  bill  is  very  short.  It  is  to  prohibit  the  payment 
of  gratuities.  It  reads : 

To  prohibit  the  payment  of  gratuities  to  the  masters  of  vessels,  or  other  persons,  for^e 
porpose  of  inducing  or  securing  contmcts  tor  r^pairiag  Yeasels  or  fumtemng  veaaelft 
with  supplies  or  oUier  necessanes. 

Be  «  enacted,  etc^  That  from  and  after  the  passage  of  this  act  it  shall  be 
imlawful  for  the  master  of  any  vessel,  or  other  persons,  having  authority  to 
contract  for  repairs,  supplies,  or  necessaries  for  any  vessel,  to  receive  or  solicit, 
directlv  or  indirectly,  any  commission,  bonus,  gratuity,  sum  of  money,  or  other 
thing  of  value,  for  the  purpose  of  inducing  the  making  or  placing  of  any  con- 
tract, express  or  implied,  for  repairs,  supplies,  or  necessaries  for  any  vessel^ 
or  the  use  of  anv  drv  dock  or  marine  railway  facilities  for  any  vessel ;  and  who- 
ever shall  receive,  solicit,  offer,  give,  or  pay,  directly  or  indirectly,  any  such 
commission,  bonus,  gratuity,  sum  of  money,  or  other  thing  of  value,  for  the 
purposes  aforesaid,  shall  be  deemed  guilty  of  a  misdemeanor. 

Mr.  Chixdblom.  The  punishment  is  a  Sl^OOO  fine? 

Mr.  Miller.  Yes.  *  *  *  and  shall  upon  coi  eviction  be  pun- 
ished by  a  fine  of  not  less  than  $1,000  and  of  not  more  than  $5,000, 
or  by  imprisonment  for  not  less  tlmn  six  mont^  and  not  more  than 
twelve  months,  or  both." 

I  know,  fr(Mn  my  own  eScperience,  very  little  about  this.  Although 
I  have  lived  in  a  seaport  town  all  of  my  mature  life,  I  know  very 
little  about  the  facts  tilie  bill  is  supposed  to  remedy,  but  there  are 
gentlemen  here  who  can  state  them,  and  I  would  also  like  to  intro- 
duce a  number  of  letters  I  have  received. 

Mr.  Chindbi-om.  Just  one  question  with  reference  to  the  form  of 
the  bill.  I  presume  it  is  not  necessary  to  state  anytlung  in  the  bill 
with  reference  to  the  enforcement  of  the  act.  I  presume  it  will  be 
enforced  as  any  other  of  the  penal  statutes  of  tibie  United  States^ 
there  being  no  special  provision  in  it. 

Mr.  MiLUBR.  I  would  presume  so. 

Mr*  Hardt.  As  it  is  worded,  tiiere  would  just  be  a  conaplaint  filed 
and  prosecution  instituted  on  such  c<Hnplaint. 

Mr.  MiLUsaL  The  same  as  any  other  criminal  offense* 

The  Ghaibmak.  I  suppose  it  has  been  a  common  practice  for 
masters  of  vessels  to  do  ]ust  exactly  what  you  seek  to  prevent? 

Mr.  MnxiES.  I  think  the  testimony  will  snow  that,  and  it  is  alarm- 
ing to  me.  Since  gentlemen  who  are  engaged  in  the  idiipping  busi- 

 l:  IX  :  n„  »i  j  afirtoUDL^g^ 

t  has. 

„_  _ —  .  _  my  own  city 

where  a  captain  made  a  contract  for  groceries  to  be  supplied  to  a 
yessel  at  one  of  the  Shipping  Board  docks  or  yards,  and  he  called 
on  the  grocer  to  advance  him  money,  and  he  did  so.  The  man  whd 
supplied  the  ^ceries  supposed  it  was  customary  from  what  the 
captain  told  him,  and  he  paid  the  money,  and  then  the  Shipping 
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Board  made  the  captain  give  it  up  and  said  they  did  not  allow  any- 
thing- of  the  kind.  They  insisted  upon  the  master  giving  up  the 
money  that  had  been  paid  to  him  and  the  grocer  got  his  mpney  back. 
That  is  the  only  case  I  have  any  knowledge  of  in  my  own  expOTi- 

ence,  and  the  Shipping"  Board  settled  with  him. 

Mr.  Miller.  A  number  of  letters  have  come  to  me  commending 
the  bill,  which  I  desire  to  file  for  the  record. 

(The  letters  referred  to  are  as  follows:) 

Valentine  &  C!o,, 
New  York,  December  18,  1919. 

Bon.  John  F.  Milleb, 

WaBhington,  D,  C. 

Dkab  Sib:  We  heartily  :ii>piov(^  of  your  House  Bin  H.  R.  0572,  but  trust  it 
wfn  be  ameiuled  to  include  otber  iixdustries  as  well. 
Very  Uuly,  yom-s, 

Tausntine  &  Cx).t 

N.  T.  TuMiFEK,  PreMO^. 


Patton  Paint  C5o., 
MUtmukee,  TTw-,  October  IS,  1919. 

Hon.  John  F.  Millkk, 

House  of  Repre^entativeSj  Washmgton,  D,  0, 

Deab  Sib:  We  have  just  received  copy  of  your  bill,  H.  R,  9572.  and  take  this 
opportunity  of  assuring- you  of  our  support.  We  believe  that  your  bill  is  a  step 
in  the  right  direction  and  that  it  will  abolish  some  of  the  pernicious  practices 
now  existinjr  in  what  is  known  as  the  marine  trade. 

We  trust  nothinu  will  come  up  to  prevent  the  passage  or  this  DilL 

Your  very,  truly,  Litpinqton  Patton,  PresiOefU. 


The  Debevoise  Co., 
Broomn,      Y.,  October  14,  1919. 

Hon.  John  F.  Muxeb, 

Hov*e  of  Bepresentativea,  Washington,  D.  C. 
Deab  Sib-  The  House  Bill  9572,  which  you  have  introduced  in  connection 
wiOi  -ratuities  given  to  persons  on  vessels  of  the  merchant  marine,  has  my 
verv  fuirippiovfl.  During  m:.ny  years  it  has  been  my  privilege  to  be  brought 
hi  con  act  with  a  verv  tine  class  of  people  connected  with  dry  docks,  llghto-age 
conc^e  1^  and  the  merchant  marine,  and  their  giving  of  gratuities  has  during 
thnt  timi  become  nronounced  In  spite  of  the  better  principles  of  most  of  these 
Spli   sSS^a  bSr^T^have  introduced  will  have  the  effect  of  decidedly 

curbing  this  propensity. 

Eespectfully.  yours,  GaoEffls  Debevoise. 


The  OT.rif.x  Varntsh  Co.. 
South  Bend,  Jnd.,  December  23,  1919. 

Hon.  .TOHN  F.  Mii.r.KR, 

House  of  Reiircxe-nfniivcs,  11  asmnoton.  If.  V. 
My  Dfar  Con(;ui  ssman  Millek:  I  have  just  read  with  special  Interert  a  copy 
nf  voiir  iVill  Xo  ')-.T  >  dealing  with  the  subject  of  grafting  in  the  shipbuilding 
SdistiV  and  ?  ei;;r^  to  gratification  in  learning  that  this  subject  is 

**'S?<S:SrXh  IviStly  exists  in  the  shipbuilding  Industry  has  like- 
wis?exi?t?d  n  l.e  varnish  and  paint  lines,  and  from  the  fact  that  we  have  abso- 
ruih  rSui  to  participate  in  the.se  practices  we  have  during  these  past  years 
suffered  tirioM  if  a  lot  of  business  which  would  otherwise  have  been  available 

^^^^  Federal  Trade  Commission  have  made  an  effort  to  stop  the  practicesso 
far  at  the  varnish  and  paint  business  is  concerned,  and  they  have  made  .good 
nrogress  but  ?Sre  is  still  a  lot  of  It  going  on,  and  I  believe  that  this  sort  ^ 
Eg  can  be  eliminated  totally  only  as  a  result  of  tfte  passage  of  such  laws  as 
win  mal»  the  practtoe  a  criminal  offlense. 
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If  I  might  make  a  suggestion  to  the  matter,  I  would  like  to  express  the  hope 
that  yonr  bill  wUl  be  so  changed  as  to  cover  all  lines  commercial  act  v  ty, 
and  I  further  suggest  that  my  observation  leads  me  to  believe  that  the  Pupish- 
ment  for  an  offense  of  this  kind  should  be  impria-mment  rather  than  optional 
as  to  a  line  or  imprisoument.  I  do  not  believe  that  the  risk  pay 
a  tine,  even  if  it  is  a  large  one,  is  going  to  stop  a  lot  of  people  from  contimiing 
In  the  practice.  I  hope  tiat  the  measure  will  go  throof^ 

With  my  very  best  regards  to  you,  I  am, 

Yours,  very  truly,  w.  D.  O'Brien. 

Valentine  &  Co., 
New  York,  October  14, 1919. 

Hon.  John  F.  :Mit.lkii. 

House  of  N( i)r(%se)itatives,  Washington,  D.  C, 

Dear  Sir  :  Permit  us  to  express  our  approval  of  House  of  Represmtatlvee  Mil 
9572,  introduced  by  you  on  the  27th  ultimo.  ^^i.„4. 

We  are  thoroughly  in  sympathy  with  the  object  aimed  at.  and  only  wish  that 
the  bill  could  be  so  framed  as  to  apply  not  alone  to  those  having  authority  to 
contract  "  hut  to  all  receiving  or  soliciting  gratuities  of  any  kind  in  connection 
with  tiie  furnishing  of  supplies  for  vessels. 

Kespectfuliy,  yours,  ^   ^  ^ 

A.  L.  Phillips, 

Secreiarv  and  Treasurer. 

Nationai.  Vabhish  Manufacturetis'  Association, 

Cleveland,  Ohio,  October  15,  1919. 

Hon.  John  F.  Millkr. 

House  of  Ncpresentatires,  Washington,  D,  C. 

Dear  Sir:  I  recently  had  an  opportunity  of  looking  over  the  bill  which  you 
introduced,  H.  R.  9572.  I  am  heartily  in  accord  with  the  spirit  of  this  bill,  but 
I  desire  to  call  your  attrition  to  the  fact  that  the  provisions  of  the  bill  ought  to 
aw>ly  not  onlv  to  those  "having  authority  to  contract,"  etc..  but  it  ought  also 
to  applv  to  anv  of  those  who  "  approve  materials  to  be  purchased.'* 

I  wish  to  explain  that  as  president  of  the  Varnish  Manufacturers*  Associa- 
tion I  am  very  keenly  interested  in  any  Illation  whidi  will  tend  to  put  an 
end  to  the  pernicious  cnstmn  of  giying  commissions,  bemuses,  or  gratuities  to 
ttuployees. 

Yours,  truly,  ^        «      ^  * 

ADRIAN  D.  Joyce,  Pres%dent. 

B.  N.  Nason  &  Ck>., 
Son  Franei9C0,  CaliU  0€*ober  20, 1919. 

Hon.  John  F.  Miller, 

Bouse  of  Representatives,  Washington.  D.  C. 
Honored  Sir:  We  notice  you  have  placed  into  the  House  bill  H.  R.  9572, 
which  bill  we  believe  we  should  advise  is  one  that  we  are  glad  to  learn  has 
been  introduced,  as  we  believe  it  will  be  the  correction  of  certain  evils  that 
have  crept  into  the  merchandise  business  through  long  usage,  which  i»  incorrect 
to  mankind. 

Tours,  respectfully, 

R.  N.  Nason  &  Co., 
Per  R.  N.  Nason,  President, 

W.  P.  FuLMK  &  Co., 
San  Francisco,  October  16, 191$. 

Hon.  John  F.  Mhxeb, 

House  of  Representatives,  WasliM^QUm,  D.  C. 

Deab  Sir  :  Om  attention  has  been  called  to  H.  R.  9572,  introduced  by  you, 
to  prohibit  the  payment  of  gratuities,  etc.,  and  we  beg  to  expteBB  our  entire 
approval  of  the  bill  and  our  hope  that  it  will  be  passed. 

The  practice  which  this  bill  intends  to  prohibit  has  been  quite  a  serious 
abuse,  and,  while  we  think  it  has  not  been  as  conmion  of  late,  it  should  be 
aitlrely  stopped. 

Very  truly,  yours, 

W.  P.  FuLuai  &  Co. 
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BASS-HtJBfTEB  Paint  Co., 
San  Francisco,  CaUf.,  October  20,  1919. 

Hon-  John  F.  Mixxeb, 

House  of  Representatives,  Washington,  Z).  C. 
Deab  S»:  We  wish  to  go  on  record  as  supporting  your  bill,  H.  R.  J^P;^^ 
sincerely  trust  that  it  will  be  passed.    It  is  certainly  a  move  in  the  right 
direction . 

very  truly,  yonrs.  bass-Hieter  Paihx  Co., 

By  H.  T.  James, 
Vice  President  and  General  Manager. 


Samuel  Cabot  (Inc.), 
Boston,  Mats.,  October  17,  1919. 

Hon.  John  F.  Miller,  ,  ■  , 

Houte  of  Representatives,  M  aslnniitoiK  D.  <  ■  .    ^     ^  k„ 

DEAR  SiE-  Our  attention  has  bwn  called  to  House  bill  9572  mtroducedby 
you        iS;nd2d  to  stop  the  bribery  connected  with  the  repairing  and  supply- 

^""we^Md  a^'  experience  several  years  ago  where  the  captain  fhej^ssel 
«^rintSndfng  r^w  upon  it  passed  overcharges  to  a  considerable  amount 

-  WSt?J«u'>wS^S^have  favorable  «>nsUleratlon  so  ««t 
these  practices  can  be  stopped. 

Very  truly,  yours,  Sj^^^vya.  Cabot  (Inc.), 

Mabcs  G.  Bennett, 

General  Manager. 


Chicago  VakNish  Oa, 
Chicago,  October  IS,  1919. 

Hon.  John  F.  Miller,  ^    ^-    *  n 

House  of  Representatives,  Washtngton,  V.  v.  ,  .        r  41 

l*tlon,  as  we  feel  It  wiU  acawnpUsh  a  good  purpose. 

Tours,  very  tiruly,  Chicago  Vabnish  Co., 

A.  O.  Morgan, 

Gmeral  if  onager. 

«m.minrirKPP  OT?  TlirR  H   C  DONALDSON,  OF  NEW  OBLEANS,  LA., 
^'^pSS  Sp^  ASSOCIATION  OF 'ship  STOEE  DEALEBS  OF 
THE  POET  OF  HEW  OBLEAHS. 

Mr  Edmonds  What  is  your  business,  Mr.  Donaldson  ? 

Mr  DonSn  My  business  is  ship  chandlery  business  and  mill 
supplied  like  to  state  this  association  of  ship  store  dea  ers 

supplies.    J.  J"*""       ^  -Q.Q  under  orders  of  the  Food  Adnimistra- 

bribery^  s  appl^fto  tlie&PPly  busmen  «.d  U>  correct  any 
«KnopQ  npi  taininff  to  that  branch  of  the  trade, 

rfinrthe  coSnsas  pertaining  to  the  ship-supply  business  par- 
ti culariyipSiri  fafas  the  masters  of  foreign  vessels  are  con- 
cerned and  hi  many  instances  they  exact  the  commissions  before 

''"iJ^B^kk"^^  tell  us  what  astern  they  use  lhat  you  are 

"&o;—'C^  commissions  of  such  and  such  a  per- 
centa^e  of  the  bill— 5  per  cent,  say. 
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Mr.  Bankhead.  You  mean  by  that,  the  master  of  the  foreign  ves- 
sel  or  domestic  vessel  who  £rets  supplies  will  go  to  some  merchant 
who  is  handling  ship  supplies  and  tell  him,  if  he  will  give  him  a  cer- 
tain commission  or  gratuity,  he  will  place  his  ship  with  that  concern. 
Is  that  the  proposition?  .  . 

Mr.  Donaldson.  That  is  practically  what  occurs:  yes.  This  is  a 
practice  that  has  been  oroing  on,  as  I  understand,  for  years  and  years. 

The  Chairman.  That  is  what  I  was  going  to  inquire.  How  long 

has  it  been  going  on ?  ,    ^  .  a  ^ 

Mr.  DoxALDsox.  Oh,  it  is  an  international  affair:  I  am  satisheil 
you  will  find  that.  You  can  get  all  the  information  a  ou  require  from 
the  different  industries  enga^  in  this  business;  but  as  far  as  Ameri- 
can  ships  are  concerned— I  am  only  speaking  from  personal  experi- 
ence—we  have  practically  no  trouble  at  all.  The  influence  of  the 
Shipping  Board  in  supenising  the  purchases  for  the  vessels  under 
their  control  has  been  a  wonderful  influence  in  cutting  out  this  com- 
mercial bribeiy  or  so-c  ailed  commissions  paid  to  officers  of  ships. 

Mr.  Chindblom.  AVhat  was  the  condition  with  reference  to  Ameri- 
can vessels  before  the  Shipping  Board  owned  and  operated  ships  ? 

Mr.  DoNAMJSON.  The  conditions  were  not  so  good  as  they  are  at 
present.  It  was  being  done  more  or  less  before  the  Shipping  Board 
took  control. 

Mr.  Chiniwlom.  Was  it  at  all  imiversal? 

Mr.  Donaldson.  I  am  not  in  a  position  to  say  whether  it  was  uni- 
versal or  not.  I  can  state  from  personal  experience  that  I  have  had 
such  experience,  yes,  before  the  Snipping  Board  took  control. 

Mr.  Lazabo.  Would  they  leave  it  to  you  to  state  the  amount,  or 
would  they  ask  for  such  and  such  an  amount? 

Mr.  Donaldson.  It  was  a  general  practice,  understand,  all  over  the 
country,  to  pay  5  per  cent  or  whatever  was  specified.  It  was  uni- 
versally understood  by  everybody  engaged  in  the  business  that  the 
master  expected  a  5  per  cent  commission.  It  was  an  open  secret  with 
them  in  many  cases.  They  simply  said,  "  We  get  it  at  every  other 
port ;  why  can  we  not  get  it  in  the  American  ports  ?  " 

Mr.  Bankhead.  On  whom  did  the  loss  fall? 

Mr.  Donaldson.  The  loss  is  passed  to  the  consumer  in  the  long  run ; 

the  owner. 

Mr.  Lazauo.  They  are  not  much  concerned  with  prices,  then? 

Mr.  Donaldson.  Xot  so  much  concerned  with  prices  as  long  as  the 
master  gets  his  commission.  As  I  say,  you  can  talk  to  the  masters 
themselves  of  foreign  vessels. 

Mr.  Lazaro.  They  started  this  practice,  did  they  not,  without  being 
encouraged  ? 

Mr.  Donaldson.  I  really  do  not  know  how  it  started;  it  has  been 
going  on  from  time  immenicnial. 

Mr.  Hakdy.  It  is  jnst  human  nature. 

Mr.  White.  Take  the  vessels  going  to  Xew  Orleans.  Is  the  prac-" 
tice  as  ireneral  on  the  American  vessels  as  it  is  on  the  foreign  vessels 
going  tliere? 

Mr.  Donaldson.  Xot  from  my  own  experience:  no,  sir;  it  is  not. 
Ml'.  Edmonds.  It  was  before  the  Shipping  Board  came  in  with 
their  vessels? 

Mr.  Donaldson.  Before  the  Shippin<r  Board  obtained  control  it 
was  being  done ;  but  I  want  to  say  it  was  iiot  as  general  as  it  applies 
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to  the  foreign  vessels,  for  this  reason,  that  the  owners  of  your  Ameri- 
CBiDi  vessels  are  where  you  can  reach  them  by  letter  or  personal  visit. 
Your  foreign  owners  are  scattered  all  over  creation.  They  leave  the 
purchasing  of  the  supplies  to  the  mai&ter.  In  many  cases  the  Ameri- 
<;an  owners  do  not  do  that;  they  place  the  orders  through  the  pur- 
•chasing  department,  and  in  that  way  the  masters  do  not  place  the 
order. 

Mr.  Chindblom.  That  is  because  they  are  in  this  country,  is  it  not; 
if  they  were  in  a  foreign  port  I  presume  the  masters  of  the  American 
ships  would  have  about  the  same  authority,  would  they  not? 

^fr.  Donaldson.  I  really  do  not  know;  I  could  not  answer  that. 

Mr.  Bankhead.  Have  not  the  owners  of  vessels  any  method  of 
cheeking  u})  and  stopping  that  practice  themselves? 

Mr.  Donaldson.  1  am  not  in  a  position  to  say  what  foreign  owners 
do  in  regard  to  it. 

Mr.  Bankhead.  I  mean  any  American  owners  could? 

Mr.  Donaldson.  Yes;  they  could  check  it  up  from  the  bills. 

Mr.  Hardy.  How  could  they  check  it  up  from  the  bills? 

Mr.  Donaldson.  From  the  invoices. 

Mr.  Lazaiu).  Do  these  couunissions  that  they  get  show  on  the  in- 
voices in  any  way? 

Mr.  Donaldson.  I  do  not  think  so.  I  do  not  know  how  you  could 
check  it  up.  The  nuitter  is  handled  in  so  many  difterent  ways;  they 
get  money,  and  it  is  a  cash  transaction  with  the  nuxster. 

Mr.  Hardy.  Did  I  not  understand  you  to  say  you  had  run  across 
the  practice  yourself  in  your  own  business? 

Mr,  Donaldson.  I  haxe  had  personal  experience  myself  where  it 
has  been  requested,  but  where  T  have  declined. 

Mr.  Hardy.  You  have  not  ^riyen  tlie  commission  ? 

Mr.  Donaldson,  Xo,  sir;  I  have  not  <iiyen  the  connuission, 

Mr.  White.  AVhat  regular  Imes  of  American  vessels  run  ni  and 
out  of  New  Orleans? 

Mr.  Donaldson.  What  regular  lines? 

Mr.  White.  Yes.  •  i  ^ 

Mr.  Donaldson.  The  Shipping  Board  have  so  many  ditferent 

lines.   I  could  mention  dozens  of  them.  ^ 
Mr.  WnrrE.  Is  this  practice  indulged  in  by  masters  of  bhippmg 

Board  vessels? 

Mr.  Donaldson.  No,  sir;  not  to  my  kno^yledo:e. 

Mr.  WnrrE.  Do  you  know  of  any  particular  hues  ot  American 
ve^k,  where  the  masters  engage  in  it  ? 

Mr.  Donaldson.  No,  sir;  I  can  not  give  you  any  at  this  time. 

Mr  Whttb.  So  that  you  do  not  know  of  any  American  line  run- 
ning in  and  out  of  New  Orleans  where  the  master  of  the  vessel  takes 

this  commission?  ,  ,    .  j 

Mr  Donaldson.  Not  from  my  own  personal  business,  you  under- 
^nd.  I  do  not  know  whether  they  accept  or  receive  it  from  others, 

or  not.  ,     .    .  •  ' 

Mr.  Lazaro.  You  said  you  did  not  give  them  any  commission; 

that  you  refused  to  do  so! 

Mr.  Donaldson.  Yes,  sir.  ^ 

Mr  L\z\R0  Were  you  ever  asked  by  masters  of  American  ships 

since  the  Shipping  Board  has  been  operating  the  vessels,  to  give 

this  commission? 


10  TO  PBOHIBXT  OBATUITIBS  TO  MASTERS  OF  VESSELS. 

Mr.  Donaldson.  Not  that  I  know  of.  .^nnAQsnon  hv 

Mr  BaNkhead  Have  vou  been  approached  for  that  conce^on  by 

the^a^  of  any  forei^  vessels,  witiiin  the  last  few  months  or  a 

year? 

Mr.  Donaldson.  Yes.  sir.  ,     n  i  i  xu 

Mr.  CmNDBLOM.  How  is  the  transaction  If  ^^^^^^^^^^y  the     e  - 
chant?  A  master  or  a  representative  of  a  master  comes  to  the  mei  - 
cS  and  wants  to  buy,  say.  $500  worth  of  supphes ;  he  exp^^^^^^^^ 
commission  of  5  per  cent.   Does  the  merchant  then  make  his  puce 
accordingly,  so  that  he  wiU  come  out  whole,  or  does  he  lose  the  o 

per  cent  commisaon  on  the  sale?  x  •    i         i     if  ^ ^ 

Mr.  Donaldson.  I  can  not  answer  how  that  is  handled.  It 
reported  in  our  association  that  it  is  handled  as  a  cash  transaction. 
It  is  a  difficult  matter  to  trace  this  practice  as  applying  to  individual 
concerns,  because  there  are  so  many  ways  to  get  around  it.  It  may 
be  a  question  of  short  weight  and  the  master  gets  the  diiference,  or 
it  mav  be  a  substitution  of  a  lower  quality  for  a  higher  quality  ot 
goods.  It  may  be  added  on  to  the  bill  in  some  way  or  other 
Mr.  Edmonds.  It  may  be  a  question  of  short  sending  of  the  goods, 

too  ? 

Mr.  Donaldson  .  Yes,  sir.  ^ 

Mr.  Edmonds.  For  instance,  a  man  buys  six  dozen  of  sometlimg 
and  gets  five  dozen  and  he  gets  the  money  out  of  that? 

Mr.  Donaldson.  TIkv  may  order  a  coil  of  rope  and  raise  the 
Aveight  on  it:  the  master  approves  the  bill  and  it  is  paid.  There 
are  "a  number  of  different  ways  they  can  get  around  it  if  the  master 

wants  to  do  it.  t«.    ia  i 

Mr.  Bankiifad.  Do  vou  not  think  it  would  be  very  difficult  to  make 
proof  of  the  violation' of  this  statute  because  of  those  evasions  and 
substitutions  to  cover  the  transaction?  Do  you  think  a  grand  jury 
could  get  the  facts  in  a  case  of  that  sort? 

Mr.  Donaldson.  I  think  they  could,  a  jury  of  the  Federal  Gov- 
ernment :  yes,  sir. 

Mr.  Bankiiead.  I  medn  the  Inderal  grand  jury. 

Mr.  Donaldson.  Yes:  the  Federal  grand  jury.  The  influence  of 
a  Federal  laAv  \<  of  far  greater  value  in  suppressing  this  thing,  in 
my  opinion,  than  a  State  laAV.  They  will  observe  a  Federal  law, 
perhaps,  more  fully  than  a  State  law.  That  is  why  I  am  so  anxious 
to  see  some  such  law  as  tlie  Miller  bill  go  through.  All  I  am  here 
for  is  to  try  to  get  this  business  done  on  its  merits,  where  pricey 
quality,  and  quantity  are  considered. 

;Mr.  RoAVE.  Do  yon  find  in  New  Orleans  that  certain  business  con- 
cerns do  a  large  business  because  of  the  commissions  thev  p^^y? 

Mr.  Donaldson.  I  am  under  the  impression  they  do.  I  will  make 
the  statement  here  that  masters  of  some  of  the  ships  will  place 
their  orders  with  anybody,  regardless  of  whether  he  has  any  stock 
or  not,  or  carries  any  stock,  if  he  gets  his  commission.  The  masters 
of  these  foreign  vessels  figure  that  is  part  of  their  compensation. 
As  I  say,  it  is  an  open  secret  with  them. 

Mr.  CiiTNDBLo:\r,  Tn  the  enforcement  of  this  law,  as  a  matter  of 
fact,  will  it  not  be  likely,  in  fact,  almost  universal,  that  the  prose- 
cutions will  have  to  be  directed  against  those  who  pay  these  gra- 
tuities rather  than  against  those  who  receive  them,  because  of  the 
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difficulty  of  prosecuting  tlie  master  of  a  foreign  ship  or  anybody 
coming  from  his  creAV  ? 

Mr.  Donaldson.  I  do  not  know  whether  it  can  be  done  or  not, 
but  you  would  have  to  make  the  law  apply  to  the  one  giving  the 
commission  the  same  as  to  the  one  receiving  it  

Mr.  Chindblom.  This  law  does. 

Mr.  Donaldson.  For  this  reason:  These  masters  will  exact  that 
commission  from  suppliers,  and  if  they  do  not  get  it  they  will  go 
to  aoine  other  port.  Xow,  if  you  do  not  prevent  the  master  from 
accepting  it,  it  would  be  within  his  power  to  do  that,  would  it  not — 
he  could  go  to  some  other  port,  Cuba  or  Habana,  or  some  other 
country  and  buy  his  supplies? 

Mr.  C/iiNDBLOM.  The  bill  proposed  by  Congressman  Miller  covers 
both  the  giving  and  receiving  of  gratuities. 

Mr.  Donaldson.  Yes,  sir. 

Mr.  Chindblom.  As  a  matter  of  fact,  is  it  not  going  to  be  practi- 
cably imxx>s^ble  to  prosecute  the  master  of  a  ship  which  happens  to 
be  in  the  port  of  New  Orleans,  or  a  member  of  the  crew  representing 
a  master  f  Will  not  the  prosecutions  have  to  be  directed  principally 
against  those  who  give  the  gratuities  and  pay  these  commissions — our 
own  people  who  give  these  gratuities? 

Mr.  Donaldson.  I  could  not  answer  that  question.  I  do  not  know 
how  the  law  could  be  made  to  apply  to  foreign  masters.  As  I  say,  it 
Is  an  international  affair. 

Mr.  Bankhead.  If  they  were  masters  of  r^ular  vessels  that  called 
regularly  at  that  port,  itVould  not  be  so  difllcult  because  they  could 
get  them  when  they  came  back.  But  the  master  of  a  tramp  steamer 
who  just  comes  in  for  one  trip  and  then  goes  off  for  good,  it  would 
be  practically  impossible.  On  a  regular  line,  it  would  not  be  so 
difficult. 

Mr.  RowE.  When  you  make  both  the  receiver  and  the  giver  of  the 
bribe  liable  you  have  great  difficulty  in  getting  the  evidence  to  prove 
vour  case. 

Mr.  Donaldson.  It  is  difficult,  there  is  no  question  about  that. 

Mr.  RowE.  So  a  good  many  of  the  States  in  the  Union  have  ar- 
ranged to  hit  one  and  let  the  other  man  free,  in  order  to  got  the  evi- 
dence. In  this  case,  this  bill  makes  both  liable  and  you  will  have 
very  great  difficultv  in  getting  the  evidence  to  convict  them. 

Mr.  Hardy.  Stiil,  under  ail  the  principles  of  conmiou  law,  a  man 
who  induces  another  party  to  commit  a  crime  is  hhuself  guilty  of  the 
offense. 

Mr.  RowE.  There  is  no  doubt  about  that.  ^ 
Mr.  Hardy.  So  that  the  man  asking  a  commission  and  receiving 
it  is  particeps  criniinis  on  all  principles  of  common  law.       ^  _ 
Mr.  RowE.  Yes;  but  there  are  a  great  many  concerns  doing  busi- 
ness with  ships  now  that  furnish  the  things  and  say  nothing  about 
the  payment  of  a  commission,  but  they  always  give  a  commission. 
And  that  passes  from  master  to  master  of  vessels  that  are  coming 
into  the  different  ports  and  they  know  who  to  deal  with  in  order  to 
see  that  they  get  a  commission. 
Mr.  DoNAU)soN.  Yes,  sir.  .  .      .    .1  .  tx  • 

Mr.  EoWE.  And  thev  get  a  commission  in  that  way.  It  is  fre- 
quently true  it  is  forced  on  the  officer  of  a  vessel,  because  it  is  paid 
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without  A  word  ever  being  said,  in  some  indirect  way.  and  it  is  a  ver^ 
difficult  thing  to  get  at.   That  is  something  we  must  legislate  tor 

and  nuist  br^k  up. 

Mr.  Donaldson.  Yes.  sir:  I  hope  .^o. 

Mr.  Hardy.  Would  it  not  be  easier,  if  wo  are  gomg  to  pass  thib 
kind  of  leffishition— the  onlv  way  you  would  get  the  proot  is  by 
examimng  the  books,  and  if  the  merchant  doing  tbis  business  liacl 
to  present  books  for  investigation,  it  would  be  disclosed  m  some 
way.  They  sell  a  stock  of  goods  for  $500  and  the  account  rendered 
to  the  owner  of  the  ship  who  gets  the  ^tock  of  goods  is  all  right  on 
its  face,  and  then  the  master  gets  a  conmiission  ot  o  per  cent,  ^;^o, 
on  that.  Now,  in  the  bookkeepmg  account  of  that  firm  that  thmg 
would  be  disclosed  somewhere.  ^     ,         „  „ 

Mr.  Ko^^.  Very  often  it  is  not.  Very  frequently  they  sell,  for 
instance,  100  tons  of  coal,  and  deUver  90,  and  the  books  show  100 
tons  of  coal  delivered. 

Mr.  Chindblom..  Perish  the  thought,  m  the  coal  business. 

Mr.  KowE.  Yes;  and  it  is  true  of  all  other  supplies,  I  guess  i 

Mr.  Donaldson.  Yes. 

Mr.  Hardy.  Unquestionable,  in  the  coal  business,  it  seems  to  me 
that  the  credits  of  the  concern,  the  establishment  that  makes  the 
sale,  would  show  in  its  cash  coffers  the  receipt  of  less  money  than 
the  account  to  the  shipowner  showed  had  been  received  if  part  of 
that  money  went  to  a  grafter. 

Mr.  Chindblom.  After  it  becomes  a  ,  crime,  you  do  not  expect  it 

to  show  on  the  books,  do  you  ?  , 

Mr.  Hardy.  I  do  not  see  how  it  could  help  appearing  on  tm 
books,  because  the  concern  has  to  settle  with  its  stockholders. 
Mr.  Lazaro.  Suppose  they  get  it  in  the  weight? 
Mr.  Donaldson.  Suppose  they  handle  it  through  the  expense  ac- 
count ;  suppose  they  advance  a  clerk's  salary.  They  may  advance  a 
clerk's  salary  to  take  care  of  that — may  show  that  extra  compensa- 
tion for  his  services,  and  that  clerk  would  take  that  and  give  it  to 
the  master. 

Mr.  Chindblom.  I  am  not  well  versed  in  crime,  but  I  can  see 
very  well  how  a  man  could  sell  100  tons  of  coal  to  a  ship,  take  out 
10  tons  and  have  it  delivered  somewhere  else  and  take  that  money 
and  deliver  it  to  the  master,  and  it  would  never  appear  on  the 

books. 

Mr.  Donaldson.  No,  sir;  and  the  bill  goes  in  for  the  full  amount, 
and  the  owner  pays  the  full  amount,  and  the  master  gets  the  dif- 
ference. 

Mr.  Edmonds.  I  can  tell  you  exactly  how  it  works  out  and  prob- 
ably could  be  followed  up.  As  a  general  thing,  in  the  coal  business, 
in  these  tramp  ships,  it  is  handled  by  a  runner  who  carries  his  office 
pretty  well  in  his  pocket. 

Mr.  Donaldson.  Yes,  sir. 

Mr.  Edmonds.  He  is  a  responsible  man  and  buys  coal  of  a  con- 
cern and  be  gets  a  bill  of  lading  at  the  shipping  point  for  200  tons 
of  coal.  Then  he  has  his  own  bill  of  lading  and  he  fills  out  a  bill 
of  lading,  in  his  own  name,  for  300  tons  of  coal,  and  the  captain 
signs  for  800  tons  of  coal  although  he  only  gets  200  tons  of  coal. 
It  would  be  very  easy  to  find  out  from  the  original  bill  of  lading 
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^m  the  company  loading  the  coal  and  would  be  easy  to  find  out 
that  the  boat  went  out  from  there  with  only  200  tons  of  coal  al- 
though the  captain  signed  for  300  tons  of  coal.  That  is  the  way 
the  coal  business  has  been  done  for  years.  It  is  not  so  bad  to-day  as 
it  was  80  years  a^o,  but  30  years  ago  it  was  absolutely  the  custom 
to  do  the  coal  business  with  the  cargo  boats  in  that  way. 

Mr.  Bankhead.  Did  not  the  owners  of  those  ships  exercise  any 
diligence? 

'Mr.  Edmonds.  The  owners  recognized  it  for  a  number  of  years 
and  tried  to  get  around  it  in  a  number  of  different  ways.  Most 
of  the  English  and  foreign  ships  coming  into  these  ports,  and  at  least 
th6  English,  formed  those  big  shipping  lines,  assigning  some 
of  them  150  cargo  vessels  under  one  agent,  and  they  required  this 
agent  to  make  a  contract  at  every  port  where  their  ships  went  for 
coal  with  a  responsible  dealer  and  not  have  anything  to  do  with 
the  runner,  and  the  captain  had  nothing  to  do  with  the  ordering 
of  the  coal.  The  agent  simply  would  wire  ahead.  Our  ship  so- 
and-so  will  be  at  your  port  such  and  such  a  date  and  wants  so  much 
coal."  The  responsible  dealer  would  load  that  coal  and  put  it  on 
the  ship  and  forward  the  bill  of  lading  to  the  office  in  London, 
not  to  the  office  here,  and  would  not  giA'e  it  to  the  captain.  He 
would  simply  get  it  signed.  Before  that,  any  knockdown  made 
on  it  was  simply  divided  between  the  captain,  the  ship  runner,  and 
the  chief  engineer.  It  is  in  very  much  better  shape  to-day  than  it 
has  been  for  years  on  account  of  the  handling  of  this  thing  by 
the  large  agents;  but  before  that  it  was  pretty  bad,  and  it  still  goes 
on  to  some  extent,  I  presume. 

INIr.  DoNAi4>soN,  Yes,  sir;  there  is  some  of  it  even  exiting  in  our 
business- 
Mr.  Chindblom.  In  the  ship  chandlery  business? 
Mr.  Donaldson.  "Where  the  runner  meets  the  ship  and  has  his 
office  in  his  hat,  with  no  stock  of  any  kind  from  which  he  could 
possibly  furnish  anvthing.  The  Shipping  Board  refuses  to  recog- 
nize those  fellows  for  that  kind  of  competition  because  it  means 
a  premium;  they  would  have  to  pay  a  premium  on  the  price,  because 
he  has  to  go  around  and  buv  from  every  Tom,  Dick,  and  Harry. 

Mr.  Edmonds.  And  yet,  if  you  pass  this  law,  there  is  nothing  to 
prevent  buying  a  dozen  cases  of  canned  goods  and  taking  out  one  or  • 
two  cases,  delivering  10  to  the  ship  and  selling  the  other  2  some- 
where else  and  the  chandler  would  not  know  anything  about  it. 

Mr.  Donaldson.  Not  without  a  positive  checking  system  against 
the  ship,  against  the  requisition  both  a«  to  the  quantity  and  quality 

of  the  goods  provided. 

Mr.  Edmonds.  Where  the  captain  is  in  cahoots  with  the  runner 
there  would  be  no  wny  of  checking  it  on  the  ship.  The  captain 
would  say  he  got  a  dozen  cases,  although  he  did  not  get  but  10,  and 
what  are  you  going  to  do  about  it? 

Mr.  Donaldson.  The  owner  would  either  have  to  send  a  repre- 
sentative, as  a  number  of  them  do,  to  check  this  aboard,  or  authorize 
some  agent  to  look  after  that  for  hun  and  handle  it  from  his  office. 

Mr.  Edmonds.  I  am  in  full  sympathy  with  the  purpose  of  the  bill, 
Mr  Donaldson— I  want  you  to  understand  that— but  yet,  at  the  same 
time,  I  can  see  the  difficulties  of  carrying  it  out.  I  believe  with  the 
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threat  and  the  possibUity  every  once  in  a  while  of  a  conviction 
Would  do  a  great  deal  of  good. 
Mr.  DoKAXMON.  A  wcmd^ful  amount  of  good.       ,    .  .     ^  v 
Mr.  Bankhead.  Do  you  think  there  could  be  any  legitimate  ob- 
jection on  the  ijart  of  any  honest  ship  chandler  to  the  passage  of  tins 
bill  or  other  ship  sm>pliers? 
Mr.  DoNAjj)80N.  I  do  not  believe  so.  ,  i. 

Mr.  Bankhead.  There  would  be  objection,  however,  of  those  who 
engage  in  the  practice  and  continue  to  engage  in  it  ? 

Mr.  Donaldson.  Yes,  sir;  but  the  high  class  ship  chandlery  houses 
in  the  country  want  to  eliminate  this  thing,  and  as  it  obtains  m  the 
other  branches  of  the  business,  the  big  businesses  along  the  coast,  I 
am  satisfied  they  are  in  s^pathy  with  eUminating  the  practice. 
They  do  not  want  to  do  business  along  this  line. 

Mr.  Bankhead.  In  other  words,  the  purpose  of  this  bill  is  to  pro- 
tect, in  the  first  instance,  the  owner  against  fraud  on  the  part  of  his 

agent? 
Mr.  Donaldson.  Yes,  sir. 

Mr.  Bankhead.  And,  in  the  second  place,  to  protect  the  honest 
ship  supplier  from  dishonest  competition  in  the  way  of  graft  on  the 
part  of  his  competitor? 
Mr,  Donaldson.  Yes,  sir. 

Mr.  Hardy.  It  Avoukl  have  the  effect,  also,  of  giving,  the  ship 
chandler,  the  man  furnishing  these  things,  a  good  reason  for  refus- 
ing  and  saving  to  those  fellows,  "  If  I  should  give  you  this  com- 
mission I  would  be  violating  the  law,  and  I  can  not  do  it,"  some  of 
whom  would  like  to  have  that  reason. 

Mr.  Donaldson.  Some  have  more  courage  to  do  it,  but  others  realize 
if  they  do  not  do  it  they  are  going  to  lose  their  business  to  their  com- 
petitors, and  they  do  it  in  self-deiense. 

Mr.  Hardy.  But  if  it  was  a  violation  of  a  penal  law ,  they  would  not 
hesitate  to  tell  the  fellow  they  could  not  do  it? 

Mr.  Donaldson.  That  is  it.  There  is  no  absolute  law  against  that 
thing.  That  is  our  whole  trouble,  and  we  can  not  do  anything  with 
these  fellows.    We  have  lost  business  always. 

Mr.  Lazaro.  In  other  words,  without  a  law  of  this  kind  the  fellows 
who  are  practicing  this  business  feel  they  are  not  doing  anything 
.    wrong  ? 

Mr.  Donaldson.  Absolutely.  They  figure  it  is  part  of  their  com- 
pensation. It  is  a  custom  that  has  been  going  on  for  years  and  they 
can  not  understand  why  we  do  not  give  them  this  commission.  They 
do  not  realize  why  it  is  not  kept  up. 

Mr.  White.  I  "would  like  to  ask  the  witness  and  Mr.  Miller,  who 
introduced  the  bill,  and  the  chairman  whether  or  not  there  is  anyone 
appearing  in  opposition  to  the  bill  or  whether  there  is  anyone  here 
opposing  the  bill,  so  far  as  anyone  knows? 

The  Chairman.  I  have  heard  of  no  opposition. 
Mr.  MiLiiER.  So  far  as  I  am  concerned,  I  know  of  no  one  who  is 
opposing  this  bUl.  No  one  has  come  to  see  me  or  writtrai  me  oppos- 
l  ing  the  measure. 

Mr.  Edmonds.  If  this  is  done  principally  on  foreign  ships,  would  it 
not  be  one  of  the  things  that  would  help  building  up  the  American 
j  merchant  marine  to  let  the  foreign  ships  go  on  and  do  it,  because  it 

will  ma^e  the  foreign  ships  more  expensive  to  run? 
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Mr.  Donaldson.  The  owner  pays  the  fiddler.    I  think  it  would. 

Mr.  BowE.  He  just  £aiu{>ly  adds  it  to  tiie  fmght  he  carries,  and  we 
really  pay  the  bill. 

Mr.  Donaldson.  If  we  ever  get  in  a  position  where  we  sell  our  stuff 
c.  i.  f.,  with  our  merchant  marine  I  should  think  this  premium  that 
these  fellows  have  to  pay  would  have  some  effect  in  ccMnpetition 
with  us. 

Mr.  Hardy.  It  might  have  this  effect,  also,  after  you  pass  tiiis  law : 
They  would  see  that  it  could  not  be  arranged  for  in  this  comitry  and 
th^  grafting  purchasers  would  buy  s(»newhere  else,  as  far  as  they 
could. 

Mr.  Donaldson.  That  is  true ;  they  would  buy  in  their  own  country. 

Mr.  CmNDBLoat  As  I  ifiiderstand,  tihwre  is  considerable  difficulty 
about  that.  A  ship  can  not  stop  vwy  well  at  a  port  without  unload- 
ing or  taking  on  cargo,  and  if  it  made  an  extra  stiop  at  some  port  the 
master  would  have  the  owner  to  reckon  with. 

Mr.  Hakdt.  I  understand  they  could  not  buy  all  their  supplies 
elsewhere,  but  they  could  place  the  larger  part  of  their  orders  in 
other  countries  where  they  unload  most  of  their  cargo. 

Mr.  Chindbdom.  At  aU  events,  even  though  there  are  great  diffi- 
culties of  enforcing  the  law,  it  might  do  some  good  in  deterring  the 
continuation  of  the  practice. 

Mr.  Donaldson.  The  moral  effect  of  the  law  would  make  the  ship 
chandler  stand  pat  and  say,  "  Here,  we  are  breaking  the  law  if  we 
give  yon  this  commission;  we  are  not  going  to  give  you  5  cents. 
He  would  go  to  the  other  ship  chandler  and  get  the  same  answer, 
and  he  goes  to  the  other  supplier  and  gets  the  same  answer  and 
goes  to  all  the  different  industries  along  the  coast  and  they  all  say  * 
"  No ;  we  have  a  law  against  this  thing  now  and  we  can  not  pay  any 
commissions,  and  it  is  a  criminal  offense  if  you  do  pay  any  commis- 
sion."  That  stops  the  fellow  from  getting  the  commission,  even  if 
you  can  not  stop  the  master  from  asking  for  it. 
■  Mr.  Hardy.  It  gives  the  merchant  a  good  opportumty  to  say  I 
can  not  do  it." 

Mr.  Donaldson.  Absolutely.  ^  -n- 

Mr  Miller.  Mav  I  just  interrupt  Mr.  Donaldson  a  moment.  Mr. 
Duff  who  is  here,  representing  the  American  Shipowners  Associa- 
tion, has  another  engagement  and  he  would  like  to  say  a  few  words. 

STATEMENT  OF  ME.  EDWIN  H.  DUFF,  WASH^gTON,  J- C-,  MMJ^ 
SENTING  THE  AMERICAN  STEAMSHIP  OWNEES'  ASSOCIATiaH 
AND  THE  PACmC-AMEEICAN  STEAMSHIP  ASSOCIATIOH. 

Mr  Duff  I  have  not  anvthing  to  say  other  than  that  I  have 
brought  this  measure  to  the  attention  of  most  all  of  the  members 
of  both  of  the  associations  and  have  heard  no  unfavorable  coniments 
from  any  of  them.  Quite  to  the  contrary,  those  from  whom  I  have 
received  advices  have  been  in  favor  of  the  measure.  Some  one  or 
two  have  suggested  an  amendment  after  the  word  ■  master  by  the 
inclusion  of  the  words  "  or  other  officers."  Beyond  that,  and  it  is 
not  important,  I  have  no  criticism  of  the  measure. 

Mr.  IChindblom.  Let  me  ask  the  geritleman  a  question :  The  pen- 
alty here  is  a  fine  of  not  less  than  $1,000  and  not  more  than  $o,000, 
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■ 

or  imprisoraiient  for  not  less  than  6  months  ajid  not  more  than  1-2 
moths,  or  both.  It  occurs  to  me  that  a  fine  of  not  than  5?1.000 
might  be  a  little  severe  where  some  of  these  transactions  probably 
relate  to  very  small  amounts.   Hav«  you  any  observaUon  or  any 

opinion  on  that?.  .  ,    i  ...  n.i 

Mr.  Dunr.  I  think  that  reste  entirely  with  the  committee  They 
can  make  the  penalty  large  or  small,  just  as  might  meet  its  pleasure. 
There  is  quite  a  good  deal  of  this  back-door  profit  going  on,  par- 
ticularly with  respect  to  masters  of  foreign  ve^ls.  To  get  the  real 
facts*  I  think  you  ought  to  call  on  the  master  of  a  vessel  who  is  will- 
ing to  talk  and  who  has  had  some  experience  or  is  familiar  with 
just  what  goes  on— how  they  handle  that  kind  of  business. 

Mr.  Hakdt.  Do  you  not  think  this  bill  includes  your  idea  by  say- 
ing, "  The  master  of  any  vessel  or  other  person  iiaving  authority  to 
contract  for  repairs,  Supplies,  etc  J  "  j  xu  x 

Mr.  DxTirr.  'Die  only  thing  I  had  m  mmd,  Mr.  Hardy,  was  that 
there  might  be  a  possibility  of  the  words  "  or  other  person  "  in  some 
manner  unintentionally  aflFecting  the  business  of  a  naval  architect 
who,  in  some  w^,  might  be  woiMng  on  a  commission. 

Mr.  Hardy.  What  was  your  suggestion  there? 

Mr.  Durr.  The  master  or  other  oflScer,  any  officer  connected  with 

the  vessel.  ,       ,    i     .      .  x 

Mr.  Hardy.  Probably  a  man  who  has  done  the  buying  is  not  an 

officer ;  he  is  just  an  agent  for  that  purpose.  ^      .  u 

Mr.  CHI^DBLOM.  Your  idea  is  not  to  strike  out  the  phrase  or 
other  persons  having  authority  to  contract  "!  , 

Mr.  DtTFT.  There  is  no  special  objection  to  that  The  thought  Mr. 
Ilardv  injects  had  not  entered  mj  mind,  and  I  have  no  particular 
objection  to  the  bill  remaining  as  it  is.  I  thought  it  might  be  a  good 
idea  to  include  "  or  other  officer." 

:Mi  .  Lazaro.  In  other  words,  it  would  eliminate  the  crews! 

jMr.  Duff.  It  would  eliminate  the  crew. 

Mr.  Edmoxds.  Would  you  suggest  cutting  out  "  or  other  persons 

and  puttino;  in  "  or  other  officers"! 

Mr.  Duff.  Tliat  was  my  suggestion.  But  I  had  no  idea  of  making 
it  possible  for  anyone  else  to  manipulate  the  thing  in  such  a  manner 

as  to  continue  this  ])ractice. 

Mr.  Hardy.  It  is  suggested  to  me  that  sometimes  managing  own- 
ers, not  officers  at  all-  get  into  the  game  and  get  a  little  rake-oflf. 

Mr,  Duff.  Thev  could  hardlv  

Mr.  Hardy.  And  I  think  it  better  to  make  it  read  anybody  who 
gets  a  commission. 

Mr.  Duff.  All  right,  make  it  both. 

Mr.  Hardy.  I  think  it  covers  it  just  like  it  is-^he  master  or  any 

other  person. 

Mr.  Edmonds.  Mr.  Dutf.  you  know  one  of  the  very  fruitful  sources 

of  graft  is  contract^  for  repairs,  and  that  is  done  by  different  parties 
Avho  are  connected  Avith  the  making  of  surveys,  and  so  on  all  the  way 
down  the  line.  You  certainly  would  not  want  those  excepted  if  they 
were  receiving  graft? 

Mr.  Duff.  No:  I  have  absolutely  no  thought  of  making  it  possible 
for  anyone  to  continue  the  practice. 
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SIAT£M£NI  OF  M£.  M.  Q.  MAGDONALD,  ATTOBHET  AT  LAW, 

WASHIHOTON,  D.  C. 

Mr,  ^Ia(  DONALD.  I  am  appearing  on  behalf  of  the  National  Var- 
nish Manufacturers'  Association  and  the  Paint  Manufacturers'  As- 
sociation of  the  United  States.  The  National  Varnish  Manufac- 
turers' Association  and  the  Paint  Manufacturers'  Association  of  thfe 
United  States,  as  well  as  practically  all  paint  and  varnish  manufac- 
turers not  repi-esented  in  those  associations,  very  strongly  advocate 
the  enactoient  of  a  criminal  law  prohibiting  the  giving,  offering,  ac- 
cepting, and  solicitation  of  bribes,  not  only  in  me  marine  busmess 
but  in  all  industries.  They  fully  agree  with  the  late  Mr.  Justice 
Lurt<m  who,  in  referring  to  corrupt  arrangements  between  manuf ac- 
-  turers  and  the  customer's  employee,  said  that  the  conflict  that  is 
created  between  duty  and  interest  is  an  utterly  vicious  thing,  plainly 
pernicious  and  an  unmixed  evil.  We  certsdnly  subscribe  to  all  that 

I  will  offer  some  criticism  of  the  Miller  bill,  but  it  will  be  friendlv 
criticism  and,  I  hope,  constructive  criticism.  In  matters  of  this  kind, 
the  vendors  ,  (such  as  paint  anii  varnish  manufacturei-s)  and  the  cus- 
tomers (such  as  shipowners,  shipyard  builders,  and  all  those  wlio  buy 
paint  and  varnish)  meet  on  common  ground,  as  the  vendors  and  the 
vendees  are  equally  interested  in  the  elimination  of  a  practice  which 
no  doubt  strines  and  suppresses  free  and  fair  competition,  a  practice 
which,  in  the  language  of  Lord  Russell,  the  author  of  the  En^rlish 
antibribery  law,  is  dii^onest  to  the  fair  trader  and  dishonest  to  the 
fair  emplover. 

With  reference  to  the  prevalence  of  bribery  I  might  say  it  is  due 
to  two  principal  causes.  Blrst,  perhaps,  is  the  keenness  of  ( onipeti- 
tion,  and,  very  frequently,  almost  as  frequently,  I  would  say.  to  ex- 
pressed or  implied  demands  of  the  employees  themselves,  the  master 
and  engineer,  and  the  steward.  It  is  not  necessary  for  them  to 
expressly  ask  for  a  commission.  It  has  been  the  custom  in  the 
trade,  and  if  you  do  not  conform  to  the  custom  you  get  no  more 
of  the  business;  they  simply  depart  and  do  business  elsewhere. 
It  is  true  that  sometimes  they  have  the  boldness  to  ask  for  graft; 
but  it  is  seldom,  indeed,  tliat  it  is  necessary. 

Another  important  contributing  cause  is  the  ease  witli  which  em- 
ployees spoil  goods.  There  is  not  the  slightest  doubt  that  any 
quantity  of  goods,  not  only  in  the  marine  business  but  in  all  otlier 
businesses,  have  been  spoiled  deliberately  by  the  man  who  is  eitJier 
disappointed  because  he  did  not  get  his  graft  or  is  attempting  to 
extort  it.  I  will  not  say  that  in  all  cases  where  goods  have  been 
spoiled  they  were  spoiled  with  the  privity  and  connivance  or  pro- 
curement of  the  manufacturer  who  supplied  the  goods,  or  the  dealer 
or  his  salesman;  but  I  will  say  emphatically  that  it  is  the  natuial 
and  probable  consequence  of  the  act  of  leaving  graft.  You  pay  a  man 
for  wanting  to  fight  for  you  and  he  is  going  to  see  that  nobody  elsa 
gets  the  business.   That  is  what  you  pay  him  for. 

The  treatment  given  to  various  classes  of  goods  by  the  employees 
Avho  receive  bril)es  or  by  those  employees  who  are  determined  to 
exact  a  secret  conmiission  varies,  of  course,  with  the  nature  Of  the 
business  and  the  nature  of  the  product. 

161014—20  2 
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Speaking  of  \  arnish,  I  mijiht  sav  that  almost  any  foreign  substance 
will  destroy  varnish.  It  is  one  of  the  products  that  is  as  nearly  com- 


at  aii,  will  aesirov  variuyn.    ±uu        u^i^i  aii  <w^v^*     

up;  vou  put  emery  in  and  when  vou  rub  it  it  will  scratcli:  put 
lubricating  oil  in  it  and  it  won^t  dry.  Do  anytlung  at  all  to  varmsli, 
reduce  it  too  much,  and  it  spoils.  But  it  is  not  necessary  to  go  that 
far;  all  they  have  to  do  is  to  fail  to  give  it  the  treatment  that  it 
demands  and  that  tlie  proper  skillful  workman  should  give  it  m 
performing  his  full  dutv  to  his  employer.  .  ,   ,  i 

Unfortunately  a  great  many  of  them  seem  to  think  that  the  inanu- 
&icturer  when  he  has  supplied  a  perfect  product  m  compliance  with 
the  specifications  of  the  purchaser  still  owes  another  duty,  that  ot 
paying  a  commission  to  thib  man  who  is  going  to  nse  it.  That  is,  un- 
fortunately, true.  The  mere  failure  to  properly  adjust  a  spraying 
machine  while  testing  one  varnish  and  properly  adjusting  it  when 
testing  a  vamish  of  the  favored  manufacturer  will  make  such  a 
difference  in  results  that  the  purchasing  agent  has  no  hesitation  in 
not  l  ecommending  one  and  recommending  the  other. 

Drying  is  affected  by  weather  conditions  and  the  exposure  of  one 
piece  of  work  to  dampness  or  cold  while  protecting  the  other  will 
give  exactly  similar  results  wh^  time  is  an  element  in  drying,  and 

it  usually  is.  j  i  .c 

The  same  is  true  of  paint  Paint  can  be  spoiled  by  the  addition  ot 
almost  any  foreign  matter  and  unfavorable  results  therefore  brought 
about  by  mere  neglect  of  the  ordinarj-  duties  owed  by  the  skillful 
workman  to  the  employer;  and  if  he  gives  it  anything  less  than 
that,  in  consideration  of  any  money  received  frraa  the  salesman  of 
the  manufacturer,  he  has  betrayed  his  trust. 

The  same  condition  is  true  in  other  industries.  In  speaking  of 
other  industries,  I  am  departing,  of  course,  from  the  marine  bribeiy. 

Mr.  Bankhkad.  What  is  the  use  of  going  into  that,  because  we  are 
only  considering  the  things  covered  by  this  bill,  and  I  doubt  if  this 
Gcnnmittee  would  have  junsdiction  or  legal  authority  to  consider  any 
other  industry. 

Mr.  Macdonald.  It  will  do  this:  I  believe  very  few  people  have 
any  conception  of  the  prevalence  of  bribery  in  industry  generally. 

Mr.  Bankhbad.  But  this  committee  has  not  any  authority  to 
handle  that  subject. 

Mr.  Macdonald.  You  believe  that  the  committee  would  have  no 
authority,  we  will  say,  to  recommend? 

Mr.  Bankhead.  No;  not  with  reference  to  general  industrial  ac- 
tivities, I  do  not  thiiUc  we  would. 

Mr.  Chindblom.  We  are  limited  by  the  constitutional  prov^ions 
to  Federal  legislation,  of  course. 

Mr.  MACDONAiiD.  Of  course,  but  other  industries  would  come  fully 
within  the  commerce  clause? 

Mr.  RowE.  We  only  have  a  few  more  minutes  left  and  I  would 
like  to  have  you  make  a  statement  just  with  reference  to  this  bill.  We 
are  all  in  sympathy  with  the  measure,  I  presume  every  man  in  the 
room,  and  just  make  a  statement  with  reference  to  this  bill  as  briefly 
as  you  can. 
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Mr.  Macdonald.  Confining  it  merely  to  the  marine  business  and 
the  bill,  I  have  a  few  criticisms  of  the  Miller  bill.  The  Miller  bill  is 
limited  to  those  employees  who  have  the  authority  to  contrad;.  The 
difficulty  is  not  always  with  those  who  have  authority  to  contract. 
Of  course,  the  master  has;  the  steward  prol)ably  has  not;  the  engineer 
has  not.  And  in  the  shipyards,  the  difficulty  is  not  with  the  pur- 
chasing agent  as  a  rule.  Taking  the  purchasing  agents  as  a  class, 
you  certainly  can  give  th&m  a  clean  bill  of  healthy  but  the  dif- 
ficulty is  with  the  man  down  in  the  shop,  dbwn  m  the  yard — 
the  foreman  who  insists  upon  getting  "his"  before  any  material 
can  be  used  in  his  department.  That  man  has  no  authority  to 
contract  but  he  has  the  power  to  recommend  and  to  conduct  tests 
an4  to  approve.  And  the  bill  certainly  should  be  extended  to  include 
aU  those  whose  influence  counts  in  placing  the  business. 

Mr.  Chindblom.  Have  you  any  language  to  suggest  for  that  pur- 
pose? 

Mr.  MacDonald.  Yes,  sir;  Senator  Cummins  introduced  a  bill  in 
the  Senate,  S.  1024,  some  time  ago,  that  I  think  is  probably  a  model 
of  thi^  kind.  The  language  strongly  suggests  that  adopted  in  the 
English  antibribery  law,  with  such  changes  as  would  be  necessary 
to  meet  conditions  in  this  country — that  is  to  say,  interstate  c*im- 
merce — a  situation  with  which  they  are  not  confronted.  And  with 
that  in  view,  I  would  suggest  a  draft  which  I  will  leave  with  Hie 
committee* 

Senator  Fletcher  also  introduced  a  bill  with  the  same,  object  in 
view,  applying  to  industry  in  general,  the  first  two  sections  of  which 
I  do  not  like  as  well  as  I  ao  the  Cummins  bill.  The  la£t  two  sections, 
though,  I  think  are  particularly  valuable. 

Mr.  Chindblom.  What  is  the  number  of  that  bill? 

Mr.  Macdonald.  The  Fletcher  bill  is  S.  4603,  Sixty-fifth  Congress, 
second  session. 

Mr.  Chindblom.  Is  that  other  Cummins  bill  of  the  Sixty-fifth 

Congress,  too? 

Mr.  Macdonald.  The  Sixty-sixth  Congress,  first  session.    I  will 

leave  copies  of  those  bills  with  the  committee. 

Section  3  of  the  Fletcher  bill  is  of  peculiar  interest  in  connection 
with  the  marine  bribery  situation.  It  provides  that  any  person  who 
gives  to  any  attorney,  agent,  or  employee  of  another,  or  any  attorney, 
agent,  or  employee  who  uses  with  intent  to  deceive  his  principal  or 
employer,  any  receipt,  account,  or  other  document  in  x-espect  of  which 
the  principal  or  employer  is  interested,  which  contains  any  state- 
ment which  is  false,  erroneous,  or  defective  in  any  material  partic- 
ular, and  which  is  calculated  to  mislead  his  principal  or  employer, 
whenever  such  instrument  relates  to  a  transaction  in  interstate  or 
foreign  commerce,  r>hall  be  guilty  of  a  misdemeanor,  and  shall  be 
punished,  and  so  forth. 

That  clause  particularly  covers  an  evil  that  exists  in  the  marine 
trade.  It  covers  giving  a  false  invoice  to  the  master.  The  master, 
we  will  say,  buys  $500  worth  of  anything  and  he  pays  $500  in  cash 
and  gets  a  $600  invoice.  That  is  the  invoice  upon  which  he  is  reim- 
bursed or  that  he  squares  his  account  with  when  lie  makes  his  return 
to  his  foreign  owner  or  American  owner,  as  the  case  may  be.  That 
is.  a  false  document  Qbtained  by  him  for  the  purpose  of  deceiving  his 
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employer.  It  is  criven  by  the  ship  store  dealer  or  paint  manufa^^ 
or  what  not  for  that  particular  purpose.   In  the  Jletcher  bill  that  IS 
made  a  separate  and  distinct  offense,  because  it  t«ids  to  wrrect  ib&t 
particular  method  of  grafting.   I  might  say  that  that  section  is  oon-. 
tamed  in  any  English  legislati(m.  but  not  m  our  law— all  the  anti- 
bribery  legislation  of  the  English  colonies— and  it  has  been  found 

Section  4  of  the  Fletcher  bill  is  also  of  interest  because  it  takes  up 


xiaes  mat  any  person  guniy  ui  an  wxi^rnoc    x..y...  ^^^^  i  ^-  - — 

act  who  shall  report  the  facts  nnder  oath,  withm  six  months  atter 
iiommittincr  such  otfense.  to  anv  Ignited  States  district  attorney  may 
)>e  granted^full  innnunitv  froii'i  prosecution  under  this  act  in  respect 
to  the  particulai'  otfense  reported,  provided  such  information  shall 
not  then  be  in  the  knowledge  of  such  official.  It  covers  one  of  the 
^rreatest  difficulties  that  the  paint  and  varnish  manufacturers  have 
had  to  deal  with  in  the  elimination  of  bribery.  We  claim  no  immu- 
nity for  ourselves.  If  there  is  any  paint  or  varnish  manufacturer  or 
paint  or  varnish  salesman  who  is  guilty  of  that  offense  and  we  can 
possibly  find  out  the  facts,  the  paint  and  varnish  manufacturers  are 
willing  to  spend  money  to  see  him  go  to  jail. 

Mr.  Wright.  Could  not  that  be  met  by  providing  that  each  could 
be  a  witness  against  the  other— the  buyer  who  accepts  this  bribe  and 
the  fellow  who  offers  it  ?  ^ 

Mr.  Macdonatj>.  In  that  case,  you  would  have  to  grant  immunity. 

Mr.  Wright.  In  that  case,  you  could  simply  provide  they  could  be 
compet^t  witnesses  one  against  the  other.  You  see,  you  can  not 
make  a  man  give  evidence  under  the  Constitution  against  himself 
unless  you  grant  immunity  

Mr.  ^^ACDONALD.  Uuless  you  grant  full  immunity. 

Mr.  Wright.  But  that  does  not  make  the  man  give  evidence  against 
himself;  it  simply  says  when  testifying  against  the  other  it  will  be 
admissible  against  him. 

Mr.  Macdonald.  You  mean  you  can  compel  him  to  testify  ? 

Mr-  Wright.  You  can  compel  him  to  t^trfy  against  somebody  else^ 
but  the  testimony  he  then  gives  could  never  be  used  against  him. 

Mr.  Hardt.  You  would  soon  run  into  a  comer,  thou^,  where  a  man 
would  refuse  to  testify  on  the  ground  his  evidence  would  tend  to 
incriminate  him. 

Mr.  Wright.  But  you  could  make  it  competent  and  compel  him  ta 
testify  against  somebody  else! 

Mr.  Macdokald.  However,  the  value  of  evidence  of  this  kind  is  not 
so  much  in  securing  convictions,  but  this  is  one  thing  that  is  absolutdy 
necessary.  To-day,  in  practically  every  bribery  stotute,  both  parties 
are  equally  guilty;  they  are  united  not  only  by  financial  ties  but  by 
such  a  law  they  are  joined  together  in  a  conspiracy  of  silence.  Each 
one  of  them  knows  that  the  other  can  not  possibly  disclose  the  fact 
of  bribery.  If  I  paid  money  to-day  in  any  State  where  it  was  a  crime, 
I  would  know  that  the  other  party  could  not  tell  on  me  and  I  could 
not  tell  on  him.  We  are  both  perfectly  safe  to  continue  the  practice. 
Now  we  put  in  an  immunity  provision  which  simply  leaves  them  in 
this  condition :  Any  time  that  the  other  party  to  the  transaction  cares 
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to  break  away  he  can.  He  can  leave  the  other  fellow  high  and  dry, 
as  far  as  the  consequences  are  c(mcerned.  The  result  is  as  soon  as 
the  money  has  passed  over  into  the  hands  of  the  other  party  he  is  liable 
to  prosecution,  and  it  will  act  as  a  deterrent.  It  will  prevent  the  com- 
mission of  the  crime  in  the  first  place,  because  instead  of  being  per- 
fectly safe  they  know  that  if  they  do  it  they  will  be  in  the  hands  of  the 
other  side,  and  we  know,  of  course,  that  friction  sooner  or  later  arises 
in  graft  cases.  It  would  have  as  great  an  effect  as  the  penalty  itself 
and  a  greater  effect  probably,  and  that  is  the  chief  difficulty  to-day, 
that  they  can  pay  it  with  impunity  so  far  as  the  legal  consequences 
are  concerned. 

Mr.RowE.  You  might  go  even  further  than  that.  Even  the  agents 
of  a  company  giving  bribes,  like  the  weighers,  packers,  and  shippers, 
are  all  liable  under  most  of  the  laws  of  the  States  and  would  be  under 
tiiis  law. 

Mr.  Magdonau).  Yes ;  they  should  be  under  this  law. 

Mr.  RowE.  Evesn  though  they  gc*  no  benefit  from  it,  if  it  went  purely 
to  their  employers.  Take,  for  instance,  a  man  weighing  coal  or 
packing  eggs  and  the  firm  he  works  for  asks  him  to  make  a  fraudulent 
weight  of  the  coal.   He  is  liable? 

Mr.  Macdonald.  We  very  seldom  had  difficulty  in  that  kind  af  a 
case;  that  is,  it  would  be  new  to  my  experience. 

Mr.  RowE.  We  have  had  big  difficultly  in  some  of  the  States  in 
reference  to  it,  in  selling  coal. 

Mr.  Macdonald.  The  man  who  does  false  weighing  does  not  get  part 

of  the  rake-off? 
Mr.  RowE.  He  is  just  the  weigher. 

Mr.  Macdonald.  I  would  not  do  it  on  a  bet  unless  I  got  s<nnething 

out  of  it.  -   .  V 

Mr.  Row  E.  Probably  he  gets  better  wages  or  he  would  lose  his  job 

if  he  did  not  do  it  in  some  cases. 

Mr.  Macdonald.  Yes;  I  believe  that  did  come  up  in  some  of  the 

customs  frauds  a  few  vears  ago,  too,  did  it  not? 

Mr.  RowE.  Yes.  You  see,  nearly  all  those  were  big  concerns  and 
it  was  done  })v  employees  and  was  not  done  by  the  owners  of  the  c<m- 
cerns.  These  bonded  manufactui-ers  won't  handle  it;  they  know 
about  it  probablv,  but  it  is  pretty  hard  to  get  up  to  them. 

Mr.  Macdonald.  The  salesman  is  the  one  who  arranges  such  trans- 
actions in  the  paint  or  varnish. 

Mr.  Chindblom.  Have  you  a  draft  of  a  bill  such  as  you  suggest? 

Mr.  Macdonald.  Of  a  bill  containing  section  1  of  the  Cummins  bill 
with  sections  2  and  3  of  the  Fletcher  bill,  and  including  something 
they  do  not  have,  commerce  within  the  District  of  Columbia. 

Mr.  Bankhead.  Does  the  bill  you  prepared  apply  only  to  marine 

matters? 

Mr  Macdonald-  No,  sir. 

Mr.  Edmonds.  It  applies  to  goods  in  interstate  commei-ce.  I 
think  we  could  cover  that  under  the  Constitution,  of  course. 

Mr.  Macdonald.  Such  a  bill  would  cover  it. 

Mr.  Edmonds.  It  would  cover  marine  along  with  it. 

Mr.  Bankhbad.  I  do  not  think  this  committee  has  any  jurisdic- 
taoB  to  frame  up  an  interstate  commerce  law. 
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Mr.  RowE.  This  bill  Avas  properly  referred  to  this  cwnmittee  as 

draAYii :  but  if  the  bill  v;eve  drawn,  as  you  suggest  you  have  drawn 
it,  it  Avould  not  have  been  referred  to  this  committee.  ^ 

Mr.  AA^iiiTE.  It  seems  to  me  if  we  confine  this  to  marme  matters, 
we  can  agree  on  the  bill  and  report  it  out  with  a  fair  chance  of  getting 
it  passed  in  the  immediate  future.  If  we  undertake  to  cover  the 
whole  field,  vou  will  find  insistent  demands  for  hearings  which  will 
run  a  considerable  time  and  you  will  find  a  conflict  between  commit- 
tees as  to  jurisdiction,  and  you  will  postpone  for  a  long  time  the 
remedying  of  the  particular  conditions  and  evds  at  which  this  bill 
was  aimed.  Mv  judgment  about  it  is  in  our  c<)asideration  and  our 
action  we  had  better  limit  ourselves  to  the  marine  end  of  it. 

Mr.  Edmonds.  I  would  like  to  suggest,  Mr.  Wliite,  it  would  be  just 
as  well  for  the  witness  to  give  us  his  bill  and  to  put  it  in  the  hear- 
ings, because  we  may  have  to  redraft  this  bill  and  make  it  a  little 
stronger. 

Mr.  White.  I  think  so,  but  if  we  undertake  to  branch  out  into  all 
industries  we  will  have  hearings  that  will  last  indefinitely,  and  we 
will  have  a  row  over  it  with  the  Interstate  Commerce  Committee,  and 
the  Judiciarv  Committee,  as  to  jurisdiction. 

Mr.  Baxkiiead.  I  Avill  state  for  one,  I  would  be  inclined  to  raise 
the  question  of  jurisdiction  myself. 

Mr.  AA^TirrE.  And  it  would  postpone  indefinitely  action  on  this  par- 
ticular grievance. 

The  Chairman.  I  think  that  is  correct. 

Mr.  Edmonds.  I  suggest  the  gentleman  give  us  his  copy  of  the 
bill. 

Mr.  MACDONAiiD.  I  would  be  very  glad  to. 

Mr.  Edmonds.  I  tiiink  it  mi^  be  very  helpful  in  redrafting  this 
particular  bill. 

Mr.  Macdonald-  I  might  say,  in  addition,  if  the  committee  cares 
to  use  the  material,  I  have  in  my  office  a  copy  of  every  anticommor- 
dal  bribery  law,  I  believe,  that  has  been  passed  in  the  world — and 
if  such  drafts  are  of  any  assistance  to  the  committee,  they  are  more 
than  welcome  to  use  them. 

Mr.  Edmonds.  We  will  call  on  them  if  we  need  them. 

Mr.  Macdonald.  I  do  recommend  the  consideration  of  sections  2 
and  3  of  the  Fletcher  bill  in  connection  with  any  marine  bill  which 
the  committee  might  draw,  because  they  would  be  peculiarly  appli- 
cable to  that  business. 

Mr.  Bows.  Mr.  Chairman,  I  would  like  to  include  here  a  letter 
from  the  Department  of  Justice,  signed  by  R.  P.  Stewart,  Assistant 
Attorney  General,  to  whom  I  sent  a  copy  of  this  bill.  His  letter 
states  that  there  is  no  law  at  the  present  time  dealing  with  the  subject 
matter  covered  by  the  Miller  bill.  I  will  jmrt*  introduce  the  letter  into 
the  record  at  this  time. 

(The  letfe^  referred  to  is  as  follows :) 

Depabtment  w  Justice, 

Hon.  Fredeeick  W.  Rowk. 

House  of  Representatives,  Washington,  D,  C 
Dear  Sir  :  I  have  the  honor  to  acknowledge  your  letter  of  December  20,  inclos- 
ing a  copy  of  H.  \i.  9572  jiiul  inquirinir  whether  there  is  not  already  sufficient  law 
for  tlie  punishment  of  the  crimes  mentioned  therein. 
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An  examination  of  the  act  disoloses  that  it  makes  it  unlawful  for  any  master 
or  otlier  person  having  authority  to  c<mtract  for  reimirs,  etc.,  for  any  vessi^l  to 
receive,  etc.  any  conniiission  fur  vhe  jun  pns',*  ui  Unhu-ivj:  iht^  making  of  a  ctfUtract 
for  repairs,  etc.,  and  puniislies  tlie  oll'ense  as  a  misdemeanor. 

In  reply  you  are  advised  that  this  department  knows  of  no  Fetleral  law  at  pres- 
ent dealing?  with  the  subject  matter  covere<l  by  this  act. 
Respectfully, 

For  the  Attorney  General. 

Assistant  Attorney  General, 

Mr.  Bankhead.  Mr.  Chairman,  you  do  not  want  this  proposed  bill 
incorporated  in  the  hearing  and  i)riiited,  that  the  witness  is  leaving? 

Mr.  Edmonds.  Yes;  I  believe  it  should  go  in  the  hearings,  because 
we  will  only  use  that  as  a  model  for  changing  the  Miller  bill. 

Mr.  MnxEfi.  Mr.  Donaldson  had  one  statement  to  make  which  he 
omitted  in  giving  his  testimony. 

Mr.  Donaldson.  I  "would  just  like  to  say,  Mr.  CJhairman,  the  Na- 
tional Foi-eign  Trade  Council  are  in  favor  of  this  IhII  and  have  written 
a  letter  to  that  effect. 

Mr.  Bankhead,  Where  are  they? 

Mr.  Donaldson.  They  are  mostly  engaged  in  foreign  trade,  I  be- 
lieve, and  rei)resent  almost  every  industry.  Mr.  FaiTell,  of  the  Steel 
Cori^oration,  is  president  of  it  It  is  a  large  institution.  They  have 
their  next  meeting  on  the  coast  next  May.  They  meet  every  year,  and 
at  tliese  nieetingrs  these  matters  are  brought  up.  _  This  bill'  was  before 
the  executive  conunittee  of  the  council  and  they  indorsed  it. 

Mr.  IMai  doxat.o.  One  statement  I  would  like  to  go  in  the  record 
Avhich  1  believe  I  did  not  make,  and  that  is  the  evil  so  far  as  the  paint 
and  varnish  end  of  the  marine  trade  is  concerned,  up  to  a  few  years 
ajro,  when  the  two  indnstries  to<:>k  steps  to  correct  it  and  eventually 
efiminate  it.  was  no  imaginary  evil :  it  was  right  there,  and  so  far  as 
the  shipyards  were  concerned,  the  c<'nditi(»ns  were  mtolerable.  They 
are  better  to-dav.  very,  verv  nnich  hetter :  hnt  it  is  a  constant  struggle. 

Mr.  EowE.  Have  you  ever  taken  this  matter  up  with  the  Federal 

Trade  Commission  ?  .     -.        .  •  ^ 

Mr.  Macdonald.  Yes,  sir;  they  have  rendered  greater  services  to 
the  paint  and  varnish  industries,  so  far,  than  all  the  State  and  Fed- 
eral  authorities  together  have  been  able  to  do;  but  their  ]urisdiction 
is  limited  in  this  wav,  that  they  must  necessardy  approach  it  from 
the  standpoint  of  an  unfair  method  of  competition,  ho  tar  as  com- 
petitors are  concerned,  they  have  jurisdiction.  The  paint  and  var- 
nish concerns  were  pretty  badly  manled,  but  we  were  glad  of  it.  it 
was  a  perfect  godsend.  But  they  have  no  jurisdiction  to  reach  the 
erafter,  the  man  who  stands  at  the  door  and  whom  you  must  pa v 
before  you  can  sell.  Until  it  becomes  a  method  of  competition  (and 
the  employee  is  not  a  competitor),  they  have  no  jurisdiction.  And 
it  kavi  US  to-day  where,  before  anything  can  be  done,  you  must 
actually  commit  the  fault.  Now,  the  criminal  la^w  goes  a  step  fur- 
ther—tie step  we  need— and  makes  solicitation  of  the  bribe  a  crime. 
And  that  is  very  necessary,  because  to-day  the  pamters  and  finishers 
are  defiant;  they  say  "  You  can  not  touch  me. 

Mr  Bmbdy  Did  you  include  a  clause  m  there  to  cover  the  idea 
that  isers  or  purchasers  may  demand  graft  m  order  to  protect  them 
from  throwing  off  on  the  goods  purchased? 
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Mr.  Macdonau).  The  Cummins  bill  refers,  as  does  the  Miller 
bill,  for  that  matter,  to  those  who  give,  offer,  demand,  or  accejit. 
It  covers  all  parties. 

Mr.  Hardy.  But  that  is  from  the  party  buying  or  to  the  party 
paying.  The  Miller  bill  has  reference,  as  I  understand,  wholly 
to  the  relations  and  dealings  between  purchaser  and  seller. 

Mr.  Macdonalo.  Between  purchaser  and  seller. 

Mr.  Hardy.  You  want  to  go  further? 

Mr.  Macdoxald.  The  Cummins  bill  prohibits  the  payment  of 
gratuities  for  the  purpose  of  influencing  business,  and  it  makes  no 
difference  to  whom  they  are  paid. 

Mr.  Hakdy.  In  other  words,  you  want  to  get  the  fellow  who  made 
the  paint  sjjoil  by  the  introduction  of  some  foreign  substance? 

Mr.  Macdoxald.  That  is  it  exactly ;  any  fellow  paid  for  influencing 
his  conduct  with  relation  to  his  eniployer  s  business. 

-Mr.  Hardy.  Is  it  true  that  not  only  do  the-  buyers  of  those  sup- 
plies demantl  their  conunissions  but  certain  users  of  them  on  board 
tlie  shij)s  demand  to  be  paid,  also? 

-Mr.  Macdoxau).  8o  far  as  the  ships  are  concerned,  I  am  not  posi- 
tive, for  example,  who  would  get  the  graft  on  paint?  I  believe  it 
IS  the  engineer  instead  of  the  master.  The  master  gets  anything 
that  goes  on  the  deck  and  the  engineer  gets  anything  that  goes  in- 
side. However.  I  am  not  so  sure  of  that  as  I  am  of  the  condition 
that  existed  just  a  while  back  in  the  shipyards.  In  the  shipyards 
It  1^  not  the  purchasing  agent  who  is  at  fault;  it  is  the  foreman, 
the  paint  superintendent,  the  head  of  the  paint  shop.  He  has  no 
authority  to  buy.  but  the  goods  are  sent  to  him  to  test  and  to  use 
and  they  are  no  good. 

Mr.  Hardy.  You  mean  the  seller  must  go  to  this  foreman  of  the 
pamt  shop,  who  has  the  option  to  try  out  his  goods,  and  he  will 
make  them  a  failure  or  a  success  as  he  desires? 

Mr.  Macdoxald.  Yes. 

Mr  Hardy.  And  in  some  way  he  gets  into  the  game  and  demands 
pay ;  he  does  not  object  to  pay  ? 

Mr.  Macdoxald.  He  does  not,  no;  but  he  does  not  do  the  pur- 
chasing. He  does  not  fiU  out  the  order,  but  he  is  the  man  with 
whom  you  must  make  your  peace. 

Mr.  Chixdblom.  He  does  the  testing? 

Mr.  Macdoxald.  He  does  the  testing. 

Mr.  Miller.  He  can  give  a  good  test  or  a  bad  test. 

Mr.  Hardi-.  This  bill  does  not  apply  to  him. 

Mr.  .Macdoxald  As  drawn  now,  the  Miller  bill  does  pot.  The 
C  uminins  bill  would  cover  that  adequately,  and  that  is  the  copy  of 
the  bill  I  have  submitted  with  my  combmatlon  draft  that  would  cover 
all  parties  who  are  paid  m  order  to  influence  contracts  in  relation 
to  their  employer's  busmess. 

Ml  Wrimit.  I  understood  you  to  say  there  was  a  draft  there  that 
prohibits  offermg  something  to  the  foreman  who  does  the  testing 

Macdoxau).  That  is  another  line  of  business.    The  foreman 
]!}      shipyards  and  the  master  is  on  the  vessel 
L«f  "^'"^"^'l:     ^  the  same  thing  you  have  in  a  restaurant.  If 
yoii  want  a  good  st«ik,  you  have  to  tip  the  waiter  first  and  then  send 
a  tip  out  to  the  cook  to  get  a  good  steak  ^ 
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\The  drafts  of  bills  submitted  by  Mr.  Macdonald  are  as  follows:) 

Exhibit  A^  ' 

United  States  Food  Administration, 

-r«  «77  w...;  ,    1  .  Wamngton,  D.  C,  November  4, 1918. 

To  nil  dealers  in  foodHtuffn:  ~ 

The  practii  e  of  the  payment  of  coimiussions  hy  retail  and  other  merchants  to 
tne  stewards^,  butlers,  chefs,  cooks,  servants,  and  other  a-ents  and  eninhtvees  of 
tneir  patrons  is  widespread  in  the  District  of  Cohimhia.  In  nianv  cases  tlie 
practice  is  known  and  assented  to  by  the  patrons.  In  any  case,  it  is  a  denioraliz- 
Inj?  and  corrupting  practice.  Moreover,  as  the  payment  of  these  commissions 
increases  the  cost  <.f  tlie  retailer\s  business,  the  necessai-y  direct  result  to  the 
pubiU!  at  larjre  is  a  ireneral  increase  in  prices.  In  <»tlier  words,  the  public  pavs 
Tor  these  tips  and  coinmissions  to  servants.  To  put  an  end  to  this  practice,  the 
following  rule  is  hereby  promulgated  and  announced : 

On  and  after  November  5.  1918,  the  payment  of  commissions,  fees,  tips,  or 
■other  gifts  or  gratuitu  s  by  dealers  in  foodstuffs  to  the  stewards,  butlers,  chefs 
cooks,  and  other  ser\  ants  and  employees  of  the  patrons  and  eustcmiers  of  such 
dealers  will  be  considered  an  unfair  pi  actice. 

This  rule  wiU  be  strictly  enforced,  and  upon  its  vi(»lation  a  recommendation 
will  be  made  to  the  United  States  Pood  Administration  that  an  unfair  order  be 
Issued  against  tbe  retail  dealer  offending  a^rainst  the  rule,  whi<*  order  wUl 
prohibit  all  wholesale  dealers,  licensees  of  the  Food  Administration,  from  semmr 
the  licensed  foodstuffs  to  such  retail  dealer. 

Clarence  R.  Wilson, 
Peaerai  Food  Administrator  for  the  District  of  Columbia. 


Exhibit  B. 

H.  K.  9572.  A  BILL  To  prohibit  tho  payment  of  ^itttuities  to  the  masters  of  vessels,  or 
2«  purpose  of  inducing  or  securing  contracts  for  repairing  vessel* 

or  fumiflblng  vessels  with  soppUes  or  other  necessaries. 

Be  it  enacted,  etc.,  That  from  and  after  the  passa^tre  of  this  act  it  shall  he 
unlawful  for  the  master  of  any  vessel,  or  other  persons,  having;  authority  to 
contract  for  repairs,  su{H)lies,  or  necessaries  for  any  vessel,  to  receive  or  solicit, 
directly  or  indirectly,  any  commission,  bonus,  ^jratuity,  sum  of  money,  or  other 
thing  of  value,  for  the  purpose  of  inducintr  the  making  or  placing  of  any 
contract,  exi>iess  or'implied,  for  repairs,  supplies,  or  necessaries  for  any  vessel, 
or  the  use  of  any  dry  dock  or  marine  railway  facilities  for  any  vessel;  and 
Whoever  shall  receive,  solicit,  offer,  give,  or  pay.  directly  or  indirectly,  any 
such  commission,  bonus,  gratuity,  sum  of  money,  or  other  thing  of  value,  for 
the  jMirposes  aforesaid,  shall  be  deemed  guilty  of  a  misdemeanor  and  shall  upon 
conviction  be  punisbed  by  a  fine  of  not  less  than  $1,iy)0  and  of  not  more  than 
$5,000,  or  by  impi'isonmeiit  for  not  less  than  6  montlis  and  not  more  than  12 
months,  or  both. 

£L  1024.  A  BILL  To  make  it  unlawful  and  to  punisli  jrivinjr  commissions,  lirlbw,  or 
,  rewards  to  employees,  and  to  accept  the  same,  and  for  other  purposes. 

Be  it  eimeted,  etc..  That  it  shall  be  unlawful  for  any  person,  corporation, 

partnership,  or  other  orjranization  ti^  offer  or  give  to  an  emjiloyee  or  agent  or  to 
a  member  (»f  his  family  or  to  anyone  for  his  use  or  benetit,  directly  or  indirectly, 
any  commission,  money,  property,  or  other  valuable  tiling  as  an  inducement,  a 
bribe,  or  reward  for  doing  or  omitting  to  do  any  act  or  for  showing  or  forbear- 
ing to  show  any  ftivor  or  disfavor  by  such  employee  in  relation  to  the  affiiairs 
or  business  of  his  employer  or  principal,  which  affairs  or  business  cbnstitnto 
or  affect  commerce  among  the  States  or  with  foreign  nations,  or  foi*  any  em- 
ployee or  agent  to  solicit,  accept,  receive,  or  take,  directly  or  indirectly,  any 
commission,  money,  proi)crty,  or  other  valuable  thing  as  an  inducement,  u  bribe, 
or  reward  for  doing  or  omitting  to  do  any  act  or  for  showing  any  favor  or 
disfavor  in  relation  to  the  affairs  or  business  of  his  employer  or  prindpal,  which 
affairs  or  business  constitute  or  affect  commerce  among  the  States  or  with 
foreign  nations:  I'rovided,  hoivevei\  That  tlie  f»n'egoing  shall  not  apply  to 
transactions  between  an  employer  or  principal  and  his  employee  or  agent. 
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Sec.  2.  That  whoever  violates  the  provisions  of  this  act  shall  upon  conviction 
be  punished  by  a  fine  of  not  more  than  $5,000,  or  Imprisonment  for  not  more 

tnan  hve  years,  or  l)oth.  If  a  corporation,  partnership,  or  (\ther  organization 
IS  guilty  of  a  violation  hei'eof,  the  person  or  per!?ons  tliroiifrh  whom  the  cor- 
poration partnership,  or  other  organization  acts  shall  also  be  deemed  £uUty 
and  punished  as  a^resaid.  ^ 

S.  4603.  A  BlUi  To  further  protect  interstate  and  foroijrn  commevee  agalBBt  firibery  and 

otjier  corrupt  trade  practices. 

Be  it  emu'fefh  etc..  That  any  person,  while  engaged  in  interstate  or  foreign 
commerce,  or  in  competition  with  oth<-r  persons  thus  engaged,  who  shall  per- 
sonally or  through  an  attorney,  Jigent.'servnnt,  or  employee,  or  I>v  the  use  of 
tHe  mails  or  otherwise,  give,  offer,  promise,  or  loan  to  anv  attorney  agent 
servant,  or  employee  of  a  customer  or  prospective  customer,  or  to  any  attorney, 
agent,  servant,  or  employee-,  officer,  director,  or  member  of  any  corporation 
association,  tirin,  or  partnei-ship,  customer  or  prospective  customer,  any  money 
or  other  thai-  of  v.ilue  for  Iiiinself,  or  for  the  use  or  benefit  of  another,  to  in- 
Tluence  the  action  of  .such  recipient  in  relati<ni  to  the  business  of  his  employer 
or  principal,  shaR  be  deemed  guilty  of  a  misdemeanor,  and  sliall  be  punished 
by  a  fine  of  not  less  than  $100  nor  more  than  $1,000,  or  by  imprisonment  for 
not  more  tlian  two  years,  or  by  both  such  fine  and  imprisonment 

Sec.  That  :niy  person  employed  :is  an  attorney,  agent,  servant,  or  em- 
ployee ot  another,  or  any  member  of  a  firm  or  partnership,  or  any  officer  direc- 
tOT,  member,  or  attorney  of  any  association  or  corporation  using  or  havino 
charge  of  or  directing  the  purdiase,  obtainment,  or  use  for  his  principal  o? 
employer,  or  for  his  firm,  partnership,  association,  or  corporation,  of  any  goods 
wares,  or  merchandise  in  interstate  or  foreign  commerce,  or  that  are  to  be 
used  on  or  in  any  eoods.  wnres,  or  merchandise  intended  to  be  used  in  inter- 
state or  foreign  commerce,  who  shall  corruptly  accept,  solicit,  or  agree  to  ac- 
c^  any  money  or  other  thing  of  value  or  loan  for  himself  or  for  the  use  and 
benefit  of  another,  from  any  person  in  connection  with  such  purchase,  shall 
he  deemed  guilty  of  a  misdemeanor,  and  shall  be  punished  by  a  fine  of  not  I^ 

vea^s'^o'rT;  hoth""T         '^'i^'  ^-Prisonment  for  nilSs^ 

years,,  or  by  both  such  hne  and  imprisonment. 

SBC.  S.  That  auy  person  who  gives  to  any  attorney,  agent,  or  employee  of  an- 
other, or  any  attorney,  agent,  or  employee  who  uses  with  intent  to  deceive  his 
pnnc.pal  or  employer,  any  receipt,  account,  or  other  document,  in  respect  ot 
which  the  principal  or  employer  is  interested,  which  contains  any  statement 
l«  '^ilnii  J^"*    ^''^.'''I^OV^,' .OJ-  flPfet-tive  in  any  material  particular  and  which 

nuslead  his  principal  or  employer,  whenever  such  instruraeni 
rdates  to  a  transaction  in  interstate  or  foreign  commerce,  shall  be  guilty  of  a 

Zf.'  %To '"1"         -^^  ^«  W  no?  more 

than  .s,i  0.10.  ...  hy  imprisonment  for  not  less  than  one  year,  or  by  both  such 

line  and  imprisonment.  '       ^  ^ 

any  per.son  guilty  of  an  offense  wthin  the  purview  of  this  act 
who  shall  report  the  facts,  under  oath,  within  six  montl  s  SeJ  JommiltS 
such  offense,  to  any  United  States  district  attorney,  may  be  granterfuU  m? 
munity  from  prosecution  under  this  act  in  respect  of  the VrtlS  i«eSse  ^ 
ifficiai.'  i^'otided.  Such  information  shaU  not^  be  S  toX^Jd^TsnS 

  • 


Exhibit  C. 

A  BUJ.  To  maie  it  unlawful  and  to  punish  giving  commissioim,  bribeB,  or  rewards  t» 
employees,  and  to  accept  the  same,  and  for  otherpttipwS.      "^"^  ^ 

Be  it  emctea,  etc..  That  it  shall  be  unUiwfnl  for  any  person  corooration. 

partnership,  or  other  organization  to  r.ffer  or  give  to  an  eSw^  S^n?^ 

i^^r"'^^'      ^'f  his  use  o?beS^^rectly^r  In! 

directly,  any  commission,  money,  property,  or  other  valuable  Sg  as  an  induce- 
ment, a  bribe,  or  reward  for  doing  or  omitting  to  do  any  act  ^fo?  show?ng  or 
fmvheanng  to  show  any  favor  or  disfavor  by  such  employee  i^  relation  to  the 
aftans  or  business  of  his  employer  or  princiDal  xr\Ao\x  fin»\rl\l  \^^^^^ ^ 
stitute  or  alTect  commerce  among  the^State^  or  in  Jhe^SrS  of^^tS' 

Sv?tS£^;S£'orSdI^it^;'^'  ^"'^^^^^-^^  ^'^^^^  t?St:''ac'SS"^? 
Sril-K?!  ^^^.^^L™**^^^^^  commission,  money,  property  or  other 

valuable  tidng  aa  an  indneement,  a  bribe,  or  reward  for  doing  or  omittin^^^^ 
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do  any  act  or  for  showing  any  favor  or  disfavor  in  relation  to  the  afEairs  or 

business  of  his  eniployor  or  principal,  which  affairs  or  business  constitute  or 
affect  commerce  auiong  the  States  or  in  the  District  of  (Nilumbia  or  with 
foreign  nations:  rrovided,  hotrercr,  That  the  foregoing  shall  not  apply  to  trans- 
actions between  an  employer  or  principal  and  his  employee  or  agent. 

That  any  person  who  gives  to  any  attorney,  agent,  or  employee  of  another, 
or  any  attorney,  agent,  or  employee  who  uses  with  intent  to  deceive  his  prin- 
cipal or  employer,  any  receipt,  account,  or  other  document  in  respect  of 
which  the  principal  or  employer  is  interested  which  contains  any  statement 
wliich  is  false,  erroneous,  or  defective  in  any  material  particular  and  which 
is  calculated  to  mislead  his  principal  or  employer,  whenever  such  Instrumrat 
relates  to  a  transaction  in  interstate  or  foreign  commerce,  shall  be  guilty  of 

a  misdemeanor  and  shall  be  punished  by  a  fine  of  not  more  than  $   or 

l)y  imprisonment  of  not  more  than    years,  or  by  both  such  fine  and 

imprisonment. 

That  any  person  guilty  of  an  offense  within  the  purview  of  this  act  who 
shall  report  the  facts  under  oath  within  six  months  after  committing  such 

offense  to  any  United  States  district  attorney  may  be  granted  full  immunity 
from  prosecution  under  this  act  in  respect  of  the  particular  offense  reported, 
provided  such  information  shall  not  then  be  in  the  Ivnowledge  of  such  official. 
That  whoever  violates  the  provisions  of  section  1  of  this  act  shall  upon 

conviction  be  punished  by  a  fine  of  not  more  than  $  —  or  imprisonmeat 

for  not  more  than    years,  or  both.    If  a  corporation,  part&^sfaip,  or 

other  organization  is  guilty  of  a  violation  thereof,  the  person  or  persons 
through  w^hom  the  corporation,  partnership,  or  other  organization  acts  shall 
also  be  deemed  guilty  and  punished  as  aforesaid. 

MKMfs^mmu  m  as  »oposed  aitx  to  vwnmr  comitkbcux.  BSiBiaiT. 

Section  1.  This  section  is  a  copy  of  -section  1  of  S.  4625,  Sixty-fifth  Congress, 
j^ond  session,  introduced  by  Senator  Cummins  and  referred  to  tlie  Com- 
mittee on  the  Judiciary.  It  appears  to  be  CKHnewhat  broader  than  section  1 
of  H.  B.  12143,  Sixty-fifth  Congress,  secimd  session  (Mr.  Sims),  and  S.  4603, 
Sixty-fifth  Congress,  second  session  (Senator  Fletcher).  It  expressly  prohibits 
gifts  to  a  member  of  the  family  of  the  person  intended  to  he  bribed  or  to 
any  one  t"<tr  his  use  or  benetit.  This  indirect  method  of  paying  bi'ibes  has  been 
resorted  to  in  the  past,  and  it  is  highly  desirable  to  specifically  prohibit  it. 
Many  persons  who  might  not  pay  any  attratlon  to  such  words  as  "directly 
or  indirectly  "  would  take  notice  of  a  specific  prohibition.  A  similar  specifie 
prohibition  is  found  in  the  laws  of  Tictora  (No.  1974,  1905).  Western  Aus- 
trala  (No.  13.  ina5).  Tasmania  (No.  21,  1906),  South  Australia  (No.  1006, 
1910),  and  New  Zealand  (No.  40,  1910). 

District  of  Columbia :  Commerce  within  tiie  District  of  Columbia  is  not  pro- 
tected by  any  of  the  measures  introduced  during  the  last  session  of  Congress. 
This  is  obviously  an  oversight.  (See  notice  of  Federal  food  administrator 
for  the  District  of  Columbia,  dated  Nov.  4,  1918,  calling  attention  to  the  pay- 
ment of  commissions,  etc.,  to  stewards,  butlers,  chefs,  cooks,  and  other  servants 
and  declaring  the  same  to  be  an  unfair  practice.  (An  interlineation  has  been 
made  in  order  to  call  attention  to  this  omission.) 

Ssjo.  2.  This  section  covers  the  practice  of  double  invoicing.  It  is  a  copy  of 
section  3  of  the  Sims  and  T'letcher  bills.  The  practice  is  resorted  to  when  a 
corrupt  agent  is  required  by  lus  employer  to  present  bills.  It  is  merely 
another  form  of  "  graft'*  which  has  been  prevalent  in  other  countries  and,  no 
doubt,  exists  here. 

In  1877  Jessel,  M.  R.,  was  trying  a  case  involving  double  invoicing.  When 
counsel  offered  to  prove  by  a  large  number  of  respectable  people  "  that  the 
practice  was  universal.  Sir  Oeorge  Jessel  replied,  *'You  can  send  those  re- 
spectable people  home ;  they  have  come  to  prove  an  iniquitous  practice,  and  the 
sooner  they  leave  the  court  the  better."  (Crew  on  Secret  Commissions  and 
Bribes,  58.)  Other  purposes  for  which  misleading  documents  are  used  are  dis- 
closed by  the  attached  leaflet  published  by  the  Bribery  and  Secret  Commissions 
Prevention  League,  London.  Such  a  provision  is  found  in  the  antibribery  laws 
of  Enirland  (1  Edw.  VII.,  c.  34),  Australia  (Commonwealth,  No.  1,  1905), 
western  Australia  (No.  13,  1905),  Tasmania  (No.  21, 1906),  Me  of  Man  (Laws, 
1808),  South  Australia  (No.  1006,  1910),  New  Zealand  (No.  40,  1910),  and 
possibly  0Qiev  British  colonies.  The  attached  leaflet  shows  that  the  English 
statute  has  been  of  value.  Although  }5  of  the  States  of  the  United  States 
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have  aiitihriliery  laws,  none  of  thorn  have  prohibited  the  giving  and  the  use  of 
false  and  misleading  statements  of  account. 

Skc.  3.  Immunity :  This  is  a  copy  of  section  4  of  the  Sims  and  Fletcher  bills. 
It  is  of  the  utmost  importance,  as  it  will  tend  to  make  the  act  self-executing. 

While  antibribery  laws  have  been  on  the  statute  books  of  15  States  for  many 
years,  they  have  l^een  rarely  enforced,  (^nly  one  criminal  prosecution  has  been 
brought  to  my  attention.  This  is  not  due  to  the  indifference  of  the  prosecuting 
Officers,  but  is  due  solely  to  the  fact  that  the  only  parties  kuowiug  of  the  offense 
are  not  only  equally  interested  in  keying  the  matter  secret  because  It  is 
profitable,  but  because  they  are  equally  guilty  under  the  law.  Such  a  law 
effectually  stands  in  the  way  of  its  own  execution.  The  offense  of  bribery  is 
in  a  class  by  itself  and  requires  a  different  nietliod  of  procedure.  Crimes  of 
violence  involve  two  opposing  parties  and  the  iujured  party  may  be  relied  on  to 
disclose  the  injury  to  the  prosecuting  officers. 

Salesmen  and  employees  can  bril)e  and  take  bribes  with  impunity  to-day  and 
rest  assui-(Ml  that  the  <»iily  party  knowing  of  tlieir  guilt  is  equally  guilty  and 
can  never  use  this  km>wledge.  With  the  standing  offer  of  inununity.  few  sales- 
men would  care  to  place  their  liberty  in  the  hands  of  another,  who  might  later 
decide  to  claim  immunity  for  himself.  This  provision  would  do  quite  as  much 
to  prevent  the  offense  in  the  first  instance  as  the  penalty  itself.  It  is  regarded 
as  vital  to  the  successful  enforcem^t  of  act. 

Respectfully  submitted. 

M.  Q.  Macdonald, 
For  National  Vamuh  Manufacturers'  Asisociation 
and  Paint  Manufacturer^  Association  of  the  United  States. 
Janxtast  15^  1920l 

uisi^AiuNG  mcmvra  and  falsk  statbkknts  or  Aecwvn. 

It  is  common  knowledge  tliat  tlie  offering  or  giving,  and  asking  for  or  taking 
bribes  and  secret  commissions  were  especially  aimed  at  by  the  preveutiou  of 
corruption  act,  1906.    It  is  not  so  well  known,  howev^»  that  the  act  also 

deals  with  another  offense. 

"If  any  person  knowingly  gives  to  any  agent,  or  if  anv  agent  knowingly 
uses  witli  intent  to  deceive  his  principal,  any  receipt,  account,  or  otiier  docii- 
ment  in  respect  of  which  the  principal  is  interested,  and  whicli  contains  any 
statement  whicli  is  false  or  ^roneous  or  defective  in  any  material  particular, 
and  whif  h  to  his  knowledge  is  intended  to  mislead  the  prindpal;  he  shall  be 
guilty  of  a  nnsdemeanor." 

The  iua.xinuuu  penalty  is  a  tine  of  fou  and  four  months'  imprisonment  with 
hard  Inhov,  on  summary  conviction,  and  u  tine  of  £500  and  two  years'  im- 
prisonment with  hard  labor,  on  conviction  on  indictment. 

It  is  comparatively  seldom  that  the  act  has  been  relied  upon  to  prevent  the 
use  of  false  documents*  But  attention  may  be  drawn  to  three  tyiiical  cimvic^ 
tions. 

(fl)  A  London  solicitor  intbrmed  a  country  client  that  he  had  arranged  with 
a  surv^or  to  value  some  property  for  a  fee  of  £10  10s.  The  client  sent  this 
sum,  but  out  of  it  the  solicitor  privately  demanded,  and  received,  fS  10s,  from 
the  valuer.  A  second  valuation  being  necessary,  a  fee  of  £3  3s.  vms  agreed  to 
by  the  surveyor,  hut  the  solicitor  wrote  to  his  client  representing  that  the 
agived  sum  was  £1  os.  He  was  found  guilty  on  both  charges,  and  in  respect 
of  each  was  fined  £50  and  ordered  to  pay  £21  costs,  or  £142  in  all. 

(ft)  A  news  agent  made  overtu^  to  a  newspaper  "returns  clerk,"  and 
induced  the  latter  (who  was  acting  under  the  instructions  of  his  emplovers), 
to  give  a  false  receipt,  namely,  for  50  quires  more  than  the  number  of  news- 
papers iictually  returned.  The  nfnvs  agent  then  gave  the  clerk  £1  14s.  3(1.. 
which  was  half  the  price  of  the  quires  wrongly  credited.  For  this,  at  the 
central  criminal  court,  tlie  news  agent  was  tined  £10,  and  sentenced  to  one 
month's  imprisonnmit  in  the  second  division. 

(c)  A  motor  and  cycle  repairer  in  a  provincial  town  sohl  two  gallons  of 
petrol  to  a  driver  and  received  Gs.  He  gave  a  receipted  bill  for  9s.,  made  up 
thus:  Four  gallons  of  petrol,  6s.;  7  pounds  of  carbide,  3s,  For  this  he  was 
fined  £5  5s.  and  £5  19s.  costs. 

It  may  not  be  possible  to  prove  positively  an  Intention  to  deceive,  but 
the  intention  may  be  implied  by,  or  inferred  from,  the  dreumstances.  It  Is 
not  necessary  to  prove  that  any  person  has  hem  actual^  defrau^ted. 
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Receipts  are  often  given  in  which  the  discount  allowed  to  the  payer  ot 

agent  is  not  disclosed,  and  double  invoices  are  commonlv  issued,  one  for  the 
agent  and  *me  for  the  principal,  each  invoice  giving  a  different  total. 

It  must  be  clearly  understood  that  the  portion  of  the  act  quoted  was  de- 
signed to  prevent  and  punish  dishonest  transactions  of  this  kind. 

SPI£S  IN  BX;SINK8&-^HB  BKOLAXAh  OF  tSAIffi  8BCSBTS. 

The  betrayal  of  imiiortunt  trade  secrets  is  generally  l)roui:lit  about  b,v 
bribery,  and  one  of  the  reasons  why  important  business  houses  throughout 
Great  Britain  have  banded  themselves  together  in  a  league  is  to  circumvent 

commercial  spies  by  means  of  the  prevention  of  corruption  act.  The  maximum 
penalty  in  a  police  c<mrt  is  a  fine  of  f.'tO  aiul  four  months'  impris<mmeni  with 
bard  labor,  but  if  an  offender  is  conunitted  for  trial  he  may  l>e  tined  £500  and 
sent  to  prison  for  two  years  with  hard  labor.  It  may  be  well  to  state  that  those 
who  ask  for  or  receive  a  bribe  or  oflter  or  give  one  are  considered  equally 
guilty. 

A  few  cases  will  show  what  manufacturers  and  others  have  to  guard  against 
and  what  punishments  have  actually  been  imposed. 

The  managing  director,  well  known  in  London,  of  a  Swiss  company,  anxious 
to  learn  some  secrets  of  the  manufacture  of  silica,  tried  to  bribe  the  employees 
of  a  British  company  engaged  in  the  industry  by  the  offer  of  money  and  of 
better  paid  jobs.  He  was  senteuced  to  six  months*  hard  labor,  and  a  friend  who 
aided  him  and  one  of  his  conunercial  travelers  were  also  sent  to  prison — the 
foi'nier  for  four  months  and  the  latter  for  one  month,  hard  labor  being  ordered 
iu  each  case.    Both  the  longer  sentences  were  appealed  against  uusuccessfuUy- 

A  young  German  was  charged  with  giving  money  to  the  employees  of  some 
textile  printers  and  velvet  embossers  carrying  on  l)usiness  at  Leeds,  in  order 
to  discover  a  secret  process  of  printing  velvet.  He  was  tiiunl  f.")0  and  ordered 
to  pay  costs  in  addition  to  £100,  wWch  he  offered  as  compensation  to  the  Leeds 
company. 

A  chenucal  laborer  offered  a  goo<l  position  in  America  ,and  also  conmaission, 
to  an  old  companion  of  his  mgaged  at  some  English  chemical  works.  He  wanted 
some  drawings  of  apparatus,  which  were  secret  and  of  the  udnost  importance. 

He  was  finedf20.  and  also  £5  for  receiving  stolen  documents. 

Two  members  of  a  firm  trading  in  typewriter  supplies  itffered  10s.  and  a 
connuission  to  a  clerk  of  a  rival  firm  for  a  list  ttf  the  latter's  customers. 
Both  were  fined  £50  and  £10  10a  costs.  A  bottle  manufacturer  was  fined 
£20  and  £10  lOs.  costs,  and  a  commercial  traveler  £10  for  dmllar  oflEaiaes. 
There  have  been  a  number  of  cases  of  this  kind. 

A  quantity  clerk  in  new  employment  olTered  the  forenian  of  his  former 
masters  a  commission  if  tlie  latter  would  report  any  new  business  wliich  might 
come  to  the  foreman's  knowledge.    He  was  fined  £5  and  £5  costs. 

A  commercial  traveler  who  trted  tp  bribe  the  head  porter  at  a  hotel  so  that 
he  might  obtain  a  list  of  the  visitors  was  fined  £5  and  £10  10s.  costs. 

These  cases  are  tvpical  of  a  large  number,  and  there  would  be  many  more  if 
employers  were  alive  to  their  own  interest  and  were  acquainted  with  the 
remedy  which  tlie  law  affords. 

STATEMENT  OF  CAPT.  WILLIAM  H.  WESCOTT.  PEESIDEirT  AND 
BUSINESS  MANAGEE  OF  THE  MASTEES,  MATES,  AND  PILOTS 
ASSOCIATION  OF  THE  PACIFIC. 

Capt.  Wescott.  I  heard  the  last  speaker  say  that  the  masters  and 
the  engineers  on  board  the  ship  are  the  ones  that  naturally  would 
receive  it.  I  want  to  say  that  there  are  but  very  few  ships  in  the 
United  States  to-dav  that  are  not  managed  by  a  managing  owner. 
He  has  the  right  and  he  exercises  that  right  of  purchasing  everything 
on  board  the  ship  and  he  sends  it  on  board  the  ship.  The  master 
signs  for  it  he  does  not  know  what  the  man  paid  for  it  or  anything 
else,  and  it' is  used  on  board  of  the  ship.  It  may  be  of  an  inferior 
Quality  we  do  not  know.  Many  of  the  managing  owners  only  own 
a  small  interest  in  the  vessel  and  still  they  are  the  managers.  They 
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do  the  contracting  for  aU  stores.  I  know  many,  many  companies 
where  the  master  even  could  not  buy  a  pound  of  butter  or  a  Heaa  ot 

^^m^engineers  have  nothing  to  say  regarding  the  payment  for  coal, 
or  the  payment  for  oil;  they  tell  them  how  many  barrels  of  oil  tHey 
wish  for  the  voyage  or  how  many  tons  of  coal. 

On  foreign  vessels  it  is  a  great  deal  different.  The  master  receives 
about  one-half,  on  the  tramp  vessel,  what  the  master  would  receive 
on  American  vessels.  But  he  is  the  agent  of  the  vessel.  He  gets  a 
certain  percontaire— he  contracts  for  all  freight  and  he  gets;  a  certain 
percentiioo  for  looking  after  the  vessel's  business  at  foreign  porte. 
Thoj^o  nien  all  receive  a  commission,  they  receive  a  bonus  for  the 
freight  thev  get.  Always,  when  they  buy  supplies,  why  there  is  so 
nuRh  given  tliein.  AVhen  they  contract  for  the  looagmoremen  s  work, 
especiallv  out  in  the  Orient,  they  make  far  more  than  the  master  on 
board  the  American  ship,  at  the  end  of  a  year.  Then  you  will  hear 
the  shipownei-s  say  masters  on  board  American  ships  and  the  crews 
are  getting  so  much  more  than  thev  are  on  foreign  vessels.  It  is  not  a 
fact.  In  1914  (I  believe  there  is  a^copy  of  it  here)  I  worked  up  about 
40  different  companies,  foreign  ships  and  American  ships,  and  there 
was  but  verv  little  difference  between  the  two. 

Now  I  do  not  like  to  hear  men  standing  up  before  the  committee 
and  saying  that  the  musters  and  the  engineers  on  board  ship  do  thus 
and  so',  because  I  know  on  American  ships  that  is  not  a  fact  to-day. 
It  was  in  the  olden  times— the  masters  did  the  same  on  American 
ships  as  thev  are  doincr  on  British  ships  to-day.  But  now  every 
American  ship,  as  you'  know,  has  its  agents  in  foreign  countries. 
The  agent  looks  after  that;  he  looks  after  the  cargo.  The  master  has 
nothing  to  do  with  it.  If  the  master  gets  in  an  out-of-the-way  port, 
and  the  vessel  is  in  distress  and  needs  repairs,  of  course,  the  law  per- 
mits him  to  get  out  a  bottomry  bond  to  obtain  the  money  to  repair 
the  vessel  until  she  can  get  to  the  next  port.  But  I  think  there  is  very 
little  of  it.  That  is  why  I  can  say  we  are  not  against  any  bill  of  that 
character,  because  it  does  not  affect  the  American  masters  or  Anieri- 
can  officers  in  any  way;  but  I  think  whatever  bill  goes  through,  if  it 
includes  the  master,  should  also  include  "  other  persons as  well. 

Mr.  RowE.  I  think  so,  too. 

Capt.  Wescott.  I  think  that  is  very  essential  so  as  to  stop  anybody 
else.  I  may  say  that  the  masters  of  American  ships  to-day  may,  of 
course,  once  in  a  while — we  can  not  tell.  There  are  some  parties  who 
only  own  one  or  two  vessels  and  do  not  ha\  e  any  agents.  When  the 
vessel  is  away  from  her  home  port,  the  master  on  that  vessel  will  act 
as  the  agent. 

Xow,  I  want  to  say  that  vSenator  Jones  of  Washington  introduced 
the  bill  to  give  the  master  the  right  of  a  lien  on  a  vessel  for  wages. 
Probably  there  are  many  members  of  the  committee  who  do  not 
realize  that  even  the  master  of  an  American  ship,  should  the  owner 
owe  him  $2,000,  he  can  not  put  a  lien  on  the  vessel  for  his  wages. 
He  is  not  permitted  to  do  so.  Every  other  member  of  the  crew  can; 
and  on  account  of  the  agency  being  taken  away  from  the  master,  it 
leaves  him  absolutely  helpless  in  so  far  as  collecting  his  wages  are 
concerned  if  the  owner  feels  like  not  paying  him,  because  at  the  time 
that  law  was  introduced  they  looked  up<xi  it  in  this  way,  that  i^e 
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master  handled  all  the  money,  and  naturally  he  would  see  that  he 
got  his.    But  now  he  does  not  handle  the  money;  the  other  fellow 

handles  it. 

I  believe  that  is  all  I  care  to  say  with  regard  to  that. 
Mr.  Miller.  I  have  nothing  more,  Mr.  Chairman,  except  Mi'.  Skin- 
ner Avill  be  present  to-morrow, 

I  thank  the  committee  for  the  hearing, 
(The  committee  thereupon  adjourned.) 


COMMITIEE  ON  TKE  MlSCHANT  MaRINE  AND  FISHERIES, 

House  of  Eepresentatives, 
Washmgton,  D.       Jarmary  16,  19W. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  WiUiam  S.  Greene 

(chairman)  presiding. 
The  Chairman.  We  are  ready  to  hear  from  you,  Mr.  Skinner. 

STATEMEHT  OP  MB.  D.  £.  SKOniSB,  SEATTLE,  WASH.,  SKIKHEE 

&  EDDY  COSFOBATIOV. 

.  Mr.  Skinneh.  It  is  a  rather  difficult  thing,  Mr.  Chairman,  to  speak 
to  a  subject  of  this  kmd,  because  it  is  so  self-evident  that  a  measoro 
of  this  nature  should  be  enacted  into  law  it  does  not  seem  that  it 
would  be  necessary  to  offer  any  testimony  in  favor  of  it.  I  do  not 
believe  if  a  bill  should  originate  at  the  present  momfflit  to  make  it  a 
penal  offense  to  commit  murder,  that  anybody  would  have  to  appear 
down  here  to  advocate  the  passage  of  the  bill.  Yet  I  never  Imew  of 
anv  particular  instance  in  my  own  life,  personally,  that  I  could  swear 
to  "  where  murder  was  committed ;  but  I  guess  we  wiU  all  a^t  there 
is  murder  committed  in  the  United  States  and  in  tiie  jurisdiction  of 

the  laws  of  Congress.  •      i..  i.  r«^„ 

Mr  Chindblom.  Still,  there  are  only  certam  cases  in  which  U>n- 
gress  would  have  jurisdiction  to  pass  laws  with  reference  to  murj^ 
Snd  so  with  reference  to  any  crime.  They  are  only  crimes  committed 
under  certain  conditions  and  within  definite  hmitations  where  Con- 
gress has  any  jurisdiction  over  them.  _  -i.^-  „ 

Mr  Skinner.  I  assume,  sir,  this  committee  has  ]unsdi<Aion  OVCT 
bills  covering  this  particular  subject,  applying  to  the  conditions  of 
every  nature  surrounding  ships  that  fly  the  Anierican  flag. 

Mr  Chindblom.  I  think  there  is  no  doubt  about  that;  but  wl«t  I 
mean'  is  Congress  does  not  necessarily  inherently  have  jurisdiction 

over  the  committing  of  a  crime.  ,    ,    .  ^ 

Mr  Skinner.  B^t  if  it  does,  it  should  not  be  reluctant  to  exercise 

its  jurisdiction.  .  ,      ^  • 

Mr.  CniNDBiiOM.  Certainly  not.   

Mr.  BOWE.  Are  you  going  to  make  a  statement  with  ;-efe«nce  to 

vor^  c^pany  or  with  reference  to  the  general  situation  on  the 

^M?"^  Skinner  At  the  time  we  were  asked  to  take  over  what  we 
call  Plant  No  2.  to  increase  the  facilities  of  production  during  the 
t^  th^  were  urgently  needed  by  the  nation,  a  contract  effected 
iXeST^r  Fleet  Corporation  and  the  owners  of  Plant  No.  2  ex- 
S^the  d^  dock  aik  permitted  tliem  to  remove  it.    But  m  pro- 
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clucing  the  quantity  of  ships  that  we  did  on  10  ways,  we  felt  it  was 
afotolutely  necessary  for  us  to  have  a  dry  dock;  that  wo  could  not  be 
dependent  upop  the  congested  conditions  of  other  docks  or  possible 
competitors  and,  in  fact,  com{>etitors  for  the  necessary  care  that 
might  eventuate  in  any  way  with  reference  to  ships  we  were  con- 
structing, launching,  and  c<Mnmissioning,  and  which  aggregated  four 
a  month  toward  the  latter  end  of  our  program  until  we  completed  it 
the  middle  of  December.  So  we  built  a  dry  dock  in  lieu  of  the  one^ 
they  had  taken  away  from  Pkuit  No.  2. 

Having  known  tne  practice,  not  only  of  dry  docks  and  repair 
plants,  but  also  prevalent  with  captains  who  came  to  that  harbor  for 
cargoes  and  asked  to  have  extra  stores  charged  which  were  not  put 
on  the  ship,  or  10  per  cent  added  to  the  bills  which  they  would  O.  K. 
and  which  became  a  lien  against  the  vessel  and  necessarily  payabler 
by  the  owners,  for  years  in  our  large  lumber  interests  there,  as  we 
had  been  operating  the  oldest  mill  on  Puget  Sound  and  the  prin- 
cipal export  mill  using  the  largest  number  of  vessels  in  the  harbor 
for  60  years,  we  had  assumea  when  we  became  interested  in  the 
lumber  business  ^ere  20  years  ago  that  we  would  not  pursue  any  such 
practice  as  that — ^that  it  was  not  necessary.  And  when  we  decided 
we  had  to  build  this  drv  dock  I  instructed  our  general  mimager,  who 
had  charge  of  the  contracting  division  of  our  business  for  dry 
docking  and  repairing  other  vessels,  not  in  anv  case  or  any  place  to 
offer  anyone  any  sort  of  a  gratuity,  graft,  or  payment  of  anv  kind 
to  secure  the  privilew  '  "  '^^  the  dock  and  facilities  for  the 

vessels.  The  general  opinion  was  in  that  event  that  we  would  have 
a  dry  dock  alamort,  because  the  practice  was  so  commonly  known 
o^  er  the  world  and  so  commonly  pursued  all  over  the  world. 
And  possibly  there  were  extenuating  circumstances  to  a  certain  ex- 
tent years  n^o  when  foreign  captains  especially  got  a  very  small  sum 
and  were  expected  by  the  owners  to  make  up  their  income  from  these 
fees  or  gratuities,  or  whatever  vou  might  call  them,  but  which  do 
not  prevail  to-day  because  the  officers  are  getting  very  handsomely 
paid.  Nevertheless,  those  instructions  were  issued  and  remain  in 
effect,  of  course. 

It  seemed  to  me  at  the  time  it  was  rather  unfair  to  have  to  invest 
the  very  serious  amount  we  did  in  an  enterprise  that  might  be  jeop- 
ardized, because  we  were  unwilling,  not  needinjr  to  secure  money 
through  such  dirty  methods  as  that,  and  to  have  the  investment,  per- 
haps, become  entirely  useless.  And  that  was  what  induced  me,  I 
think,  at  the  time,  to  write  Mr,  Miller  with  refei'ence  to  it,  and  tlie 
outc<nne  was  Mr.  Miller's  bill. 

Mr.  RowE.  Did  you  have  any  communication  with  the  Shipping 
Board  and  the  Emergency  Fleet  Corporation  about  building  this 
dry  dock  ? 

Mr.  Skinner.  They  were  well  aAvare  we  were  going  to  replace  the 
dry  dock  which  tliey  took  away,  in  that  exact  form. 

Mr.  RowE.  What  do  you  mean, Took  away?  " 

Mr.  Skinner.  At  the  time  we  took  over  Plant  Xo.  2  there  was  a 
drv  dock  there,  and  the  contract  for  Plant  No.  2  permitted  the  pre- 
vious owners  to  remove  the  dry  dock,  which  they  did.  and,  incidentally, 
additional  dry-docking  and  repairing  facilities  in  the  harbor,  leav- 
ing our  original  plant  and  Plant  No.  2,  which  were  merged  merely 


• 


TO  PBOHIBIT  GRATUITIES  TO  MASTERS  OF  VESSELS 


33 


by  tearing  down  a  fence — because  they  were  adjacent — without  the 
dx'y-dock  facilities  which  we  thought  we  would  i-e(iuire  for  ourselves. 
In  a  similar  fashion,  the  principal  tugs  in  the  harbor  were  offered 
for  sale,  and  at  that  time  they  were  sufficiently  valuable  so  that  they 
were  bid  on  by  various  interests  from  San  Francisco,  Vancouver, 
and  all  along  the  seacoast. 

Mr.  CHINDBL031.  When  was  this,  in  point  of  time?  *i 

Mr.  Skinner.  In  June,  1918.  We  commissioned  our  dry  dock  im- 
mediately, and  started  operations  in  January.  1919.  I  had  to  protect 
our  vessels  when  they  were  first  on  trial  trip,  and  the  condition  of 
their  auxiliaries  was  absolutely  unknown,  in  some  fasliion,  and  I  had 
to  buy  the  })rincipal  tug  company  s  interest  there  in  order  to  retam 
those  tugs  in  the  harbor. 

Mr.  Chindblom.  Did  the  Shipping  Board  take  away  the  dry  dock  ? 

Mr.  Skinner.  I  did  not  ask  the  Shipping  Board  if  I  miglit  buy 
those  tugs,  and  do  not  remember  that  I  had  any  correspondence  with 
them  about  it.  I  simply  knew  I  had  to  keep  them  there,  because  I 
could  not  safely  make  the  trials  of  our  vessels,  especially  in  foggy 
•  weather  and  with  all  the  indiscriminate  kind  of  craft  plying  around 
harbors  of  that  kind,  because  it  would  be  dangerous  to  them  and 
dangerous  to  us — to  the  passenger  boats,  and  lighters,  and  tugs,  and 
everything  else — ^without  being  able  to  protect  our  vessels  with  the 
'  tugs. 

Mr.  CniNDBiiOM.  Did  the  Shipping  Board  take  away  your  dry- 
dock  facilities  ? 

Mr.  Skinner.  They  simply  did  not  include  them  in  the  purchase 
of  Plant  No.  2,  which,  naturally,  gave  the  owner  of  Plant  Xo,  2  the 
privilege  of  removal  and,  as  it  was  very  A^aluable,  he  naturally  re- 
moved the  dry  dock  and  started  additWal  dry-dock  i^ilities  in 
another  location  in  the  harbor. 

Mr.  Chindblom.  And  left  you  high  and  dry? 

Mr.  Skinner.  Yes. 

Mr.  BowE.  How  much  did  vour  dry  dock  cost? 

Mr.  Skinner.  The  original  entry  on  the  books  was  $9M^000. 

Mr.  RowE.  How  many  boats  did  you  build,  all  told  ? 

Mr.  SKiKKmu  Seventy-five  we  will  have  completed  by  the  let  of 

Februarv. 

Mr.  EowB.  Was  that  your  entire  c<mtracti 

Mr.  Skinner.  We  built  65  vessels  under  requisition  for  the  Fleet 
Corporation  and  direct  contract — 57  of  them  a  direct  cmitract.  Six 
had  been  built  and  delivered  prior  to  the  requimtioning  act  aiid  (me, 
I  think,  subsequently,  for  private  interests. 

Mr.  RowB.  Were  those  all  wooden  ships? 

Mr.  SxiKNXS.  No,  sir.  There  were  some  wooden  ships  we  built  a 
.  good  ,many  years  a^,  bat  we  were  building  steel  ships  entirely,  and 
of  course  were  not  interested  in  wooden  ships.   We  have  also  buUt 
four  vessels  for  ocirselve&  The  last  mud  will  be  cconmissioaaed  the 
'  1st  of  Febnury,  maldnff  75  aJl  told. 

Mr.  CmmmjOM.  As  l  i]iid^*staiid  it,  in  building  this  dry  do(&, 
^  joa  were  ecmi^tmted  with  this  proposition  of  concesedons  and  gratoi- 
ties,  graft,  and  fees? 

'Mr.  Skinner.  I  might  tell  you  a  little  drcumstance  that  hap- 
pened at  the  plant  just  reeoitly.  We  secured  6m  of  t^e  Japanese 

.   161014—20  3 


34       TO  PBomMT  omxmxm  to  masters  of  vessels. 

boats  that  came  into  the  harbor  for  dry  docking  and  ^'^l^fj^^^.^^^^J^^;^^^^ 
the  thorough  understanding  that  there  were  to  be  no  «f  ^« 

the  captaii,  no  fees,  or  to  the  engineer  or  the  ofccers  Ho^^  ^^e  got 
it,  I  £>  not  know,  unless  the  other  plants  were  P^^tty J^^ly  occu 
pied  at  the  time.  The  captain  came  in  to  our  general  manager  s 
Office  Repeatedly  after  his  5  per  cent,  ^hich  would  have  amounted  to 
about  $a;500.  i-inally,  hd  bSaune  so  insistent  in  his  demand  and  so 
annoying  to  our  genelt^l  manager,  after  he  had  told  him  repeatedly 
he  could  not  get  itTand  he  knew  he  could  not  get  it  when  he  brought 
his  boat  to  dry-do^k,  that  Mr.  Seaborn  said,  "  No^.  by  the  wa>  we 
have  a  chauffeur  out  here  who  speaks  very  good  English  and,  of 
course,  must  speak  good  Japanese,  as  he  is  a  Japanese,  and  1  will 
call  him  :n  and  have  hun  explain  to  you,  if  you  do  iinderstand 
that  vou  can  not  get  any  commission."  The  captain  said,  "Me  not 
need  liim ;  me  understand  me  get  no  cmnmisaon,  but  me  don  t  Jmow 

^¥he  difficulty  with  this  is  not  that  you  merely  pay  co"apefsation  to 
officers  of  the  vessels,  but  the  ramifications  of  dishonesty  of  that 
kind,  which  is  a  rank  dishonesty,  reach  so  far  that  it  is  immeasurabte. 
It  not  onlv  reaches  through  your  own  organization,  because  if  you 
had  anvone  in  vour  employ  to  subbom  others,  to  offer  tftem  money 
(because  thev  can  not  give  them  checks,  because  the  entries  CMi  not 
appear  honestly  on  the  books  so  that  you  know  what  it  is  for)  I  hftve 
alwavs  considered  if  I  lied  to  one  of  my  asastants,  to  one  of  my  em, 
plovees.  I  could  expect  them  to  lie  to  me.  And  I  feel  as  though  that 
kind  of  dishonest  transaction  carried  on  by  U8_  woirid  bnng  dis- 
honesty in  our  own  organization.  I  also  feel  it  is  particularly  dis- 
astrous to  the  vessel  as  well  as  the  owner,  becausjB  the  captam  or  toe 
crew,  whicliever  it  may  be,  who  gets  these  gratuities,  often  sees  tbat 
something  unusually  necessary  is  required  to  be  done  to  the  boats  so 
that  the  fees  mav  be  paid :  and  the  boats  are  run  down.  ThMi,  of 
course,  on  top  of  that,  if  we  can  pay  a  captain  a  5  pw  f  nt  COTMJ^ 
sion  on  a  $50,000  bill,  it  is  not  very  difficult  to  make  that  Ml  ^5,000 
and,  consequentlv,  increase  the  fees,  and  the  owner  might  be  the 
Fleet  Corporation  of  the  United  States  Government:  it  might  be  one 
of  our  vessels — we  have  several  captains  in  our  employ — or  it  might 
be  a  foreigner,  or  it  might  be  anyone.  ,      ,      ,  .         •  j. 

Mr.  Chixdrlo:m.  We  were  told  yesterday  that  this  species  of  graft 
has  practically  disappeared  from  the  American  boats  and  that  the 
evil  now  is  practically  confined  to  foreign  boats. 

Mr.  EowE.  That  may  be.  but  I  doubt  it. 

Mr.  Skinner.  It  would  be  well  not  to  have  the  price  held  up  all 
the  while  even  to  Americans.   Americans  are  only  human. 

Mr.  Chindblom.  Oh.  no;  but  I  wanted  to  know  if  that  was  con- 
firmed bv  your  experience.  .    .  , 

Mr.  Skinner.  We  had  a  case  the  other  day :  One  of  the  principal 
corporations  of  the  United  States,  who  pride  theniselves.  I  believe,  on 
the  personnel  of  their  representatives  on  the  ships,  had  one  of  their 
vessels  on  our  dock,  and  because  he  was  advised,  without  going  to  our 
general  manager's  office,  that  there  was  nothing  coming  to  him,  he 
has  bedamned  the  whole  concern  ever  since,  and  has  since  said, 
-openly,  what  we  have  suspicioned.  because  it  is  well  known  to  our 
'  .geneni  manaiger  that  he  had  no  difiiculty  in  San  Frajacisco  in  having 
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an  I.  O.  U.  issued  and  torn  up  and  thrown  in  the  waste-paper  basket. 
I  am  quite  convinced  that  the  corporation  would  not  believe  that, 
so  I  have  not  carried  the  story  to  them. 

Mr.  Chindblom.  That  simply  shows  it  is  not  confined  to  foreign 
vessels.    That  is  really  what  I  wanted  to  ^et  at. 

Mr,  Skinner,  It  would  not  be  conlined  to  foreipi  vessels.  And 
if  it  is,  sir,  there  are  foreign  ports  in  which  American  vessels  are 
also  repaired  at  odd  times  and  given  special  attention  and  secure 
sup})lies;  so  that  American  vessels  reaching  foreign  ports  would 
necessarily  be  subject  to  the  reverse  condition  of  the  foreign  vessels 
coming  into  our  ports. 

Mr,  Chindblom.  Sj^eaking  of  the  way  a  system  of  this  kind  grows 
up,  I  recall  when  I  was  a  boy.  a  neighbor  of  ours  loaded  sliii)s  at 
the  Chicago  River  and  the  neiglibors  were  all  jealous  of  him  because 
every  night  he  would  bring  home  the  finest  dainties  in  the  way  of 
lood  that  he  picked  off  of  the  boats,  a  petty  stealing,  of  course,  and 
in  a  larger  way  it  gets  the  conunercial  name  of  connnissions. 

Mr.  Skinner.  It  will  get  to  the  morale  of  any  organization.  It 
can  ruin  them  all,  not  only  those  in  the  control  of  the  ship,  but  in 
control  of  the  American  plants  that  are  handling  the  ships  in  their 
renairs  and  dry  docking. 

Mr,  RowE.  From  j^our  knowledge,  in  England  where  they  have 
a  very  strict  law  against  accepting  graft,  do  they  try  to  enforce  it 
in  English  ports.as  to  repairs,  for  instuice,  on  Ajnencan  ships  and 
Japanese  ships  9 

Mr,  Skinkkr.  I  can  not  answer  that,  sir,  from  personal  knowledge. 
At  the  moment,  I  might  say  there  are  two  concerns  at  least  that 
would  create  additional  dry  dock  and  repair  facilities  in  one  of  the 
principal  ports  on  the  east  coast,  where  they  are  particularly  needed, 
if  it  was  not  for  the  fact  it  is  known  that  there  would  be  no  use 
unless  you  wanted  to  perjure  your  soul  to  get  into  the  business;  and 
the  majority  of  men,  when  they  get  in  a  position  where  they  do  n^ 
need  to  do  tliat,  to  secure  additional  money,  refuse. 

Bfr.  Chindrlom.  Of  course,  they  can  go  into  other  businesses,  and 
that  is  what  they  will  do,  and  inve^  their  money  elsewhere. 

Mr.  Skinnb».  They  can  remain  at  home  with  their  own  business 
and  stay  at  home,  where  tliere  are  plenty  of  opportunities. 

Mr.  RowE.  Do.nbt  the  owners  of  ships,  though,  vwy  oft^  name  the 
place  where  repairs  are  to  be  made? 

Mr.  Skinner.  I  think  they  do. 

Mr.  RowE.  In  New/  York  City,  I  tlunk,  they  do  hirgely,  do  they 

not? 

Mr,  Skinner.  I  think  they  do. 

Mr.  KowE.  And  many  of  the  English  ships  have  an  agent  in  New 
York  City,  most  of  the  English  smps  have,  and  they  attend  to  all 

the  repair  work. 

Mr.  Skinner.  A  good  deal  of  the  repair  work  has  to  be  done,  I 
understand,  by  the  representative,  and  you  may  communicate,  evOT 
if  vou  have  not  a  regular  agent  in  the  port.  But  the  shipowner  is  to 
a  great  extent  rather  helpless.  If  the  captain  reports  the  vessel  is 
in  trouble  in  foreign  waters,  you  are,  in  fact,  compelled  to  accept  his 
statement  that  the  vessel  requires  attention  there,  and  you  can  not 
veiy  well,  unless  your  ramifications  of  business  are  so  large  that 
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they  reach  aU  of  the  ports  of  the  world  or  those  large  enough  to  be 
adjacent,  haye  some  person  representing  you  who  can  assist  you  in 
such  instances  as  that.  I  should  say  in  New  York  that  most  of  the 
lines  plying  there  all  the  while  have  representatives,  but  1  doubt 
very  much  if  the  tramp  steamers  have.       .    ,    ,  ,  • 

iVir.  RowE.  I  do  not  suppose  they  have.  And,  of  course,  a /aptain 
can  uiake  it  convenient  to  repair  at  some  other  port,  if  he  feels  tb« 
necessity  of  it,  on  a  tramp  steamer.  , 

Ml .  Skinner.  A  good  deal  of  the  foreign  busmess  which  you  men- 
tion, especially  on  the  Pacific,  I  think  is  purposely  contracted  m 
foreign  1)01  ts— not  particularly,  say,  the  Japanese.  If  they  do  not. 
]iapi)en  to  hit  a  squall  or  to  be  in  dire  distress,  and  repairs  can  be 
deferred  until  they  can  get  to  Japan,  they  will  wait  until  they  get 
there.  Xo\v.  of  course,  we  have  no  province  or  interest  in  what  they 
do  there  but  1  presume  the  captain  m\ist  be  satisfied  with  what  he 
trets  in  Japan,  or  he  woidd  see  the  damage  was  severe  enough  to 
hiwe  to  lie  attended  to  here.  I  will  frankly  state  to  you  ttie  pay^  I 
tliiuk.  the  Japanese  i  ai)tains  get  for  the  repair  bill,  when  the* repairs 
amount  to  s.-)().0()0.  ^70.000.  or  $100,000,  in  case  of  severe  damages, 
if  a  5  per  cent  commissifm  is  to  be  paid,  if  it  is  to  be  called  such,  it  ^• 
a  considerable  sum  in  addition  to  what  they  receive.  To  speak 
directly  to  that  iwint.  as  the  oAvner  of  a  shipyard,  it  would  be  essmtial 
for  me  to  criticize,  at  least,  if  not  imi^ugn.  the  honesty  of  the  pur- 
chasino-  a  cent  of  our  corporation,  which  I  could  not  do,  even  in  mmd 
or  thougirt.  but  I  have  heard  here,  as  in  most  instances  that  are  sup- 
posed to  be  relevant  elsewhere,  that  influences  are  used  with  the 
purchasing  agents  to  use  a  certain  material  instead  of  some  other 
material. 

In  fact,  I  have  had  some  corresi)on(lence  from  parties  Avho  know 
that  I  have  had  some  interest  in  this  measure  asking  me  to  help  sup- 
port their  interests  liefore  the  committee.  But,  as  I  say.  I  can  not 
speak  to  that  point.  Iiecause  I  am  as  positiye  of  the  honesty  and  in- 
tegrity of  my  assistants  in  my  enterprise  as  I  am  in  my  own  integrity 
toward  the  stookliolders  of  the  corporation.  But  it  could  well  come 
within  the  purview  of  the  operation  of  this  bill. 

Mr.  CiiiNDBLOM.  I  think  it  does.  It  says  it  shall  be  unlawful  for 
the  master  of  any  vessel  or  other  person  having  authority  to  contract 
for  repairs,  etc.  "  It  is  not  confined  to  men  aboard  the  ship. 

Mr.  SKiNNiai.  Does  it  also  specifically  say,  in  addition  to  repairs, 
supplies? 

Mr.  CHiKOBiiOM.  Yes.   Having  authority  to  ccmtract  lor  repairs, 
supplies,  or  necessaries  for  any  vessel. 
Mr.  Skinner.  That  is  comprehensive. 
Mr.  EowE.  Is  there  anything  else.  ^Ir.  Skinner? 
Mr.  Skinster.  Nothing  that  I  know  of.  sir. 

Mr.  Macdonald.  In  answering  Mr.  Rowe's  question  concerning  the 
enforcement  of  the  English  act,  I  am  in  quite  close  touch  with  Mr. 
Leonard,  who  is  secretary  of  an  English  association  for  the  enforce- 
ment of  the  English  law^  According  to  the  bulletins  issued  by  that 
organization,  the  law  is  fairly  well  enforced  in  England,  but  they  con- 
sider the  marine  industry  the  black  spot  on  British  industry.  That 
possibly  is  the  part  of  English  commerce  that  has  yet  to  be  reached  by 
the  bill.  The  cnrganizatioii  is  eompoeed  of  busioeBg  men  tbrxMighout 
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the  United  Kingdom  and  includes  trade  associations,  and  all  that; 
but  so  far  they  have  not  been  able  to  make  much  headway  in  the 
marine  trade. 

Mr.  Hardy.  You  mean  in  enforcing  this  antigraftihg  law  ? 
Mr.  Macdonald.  In  England :  yes,  sir. 

Mr.  RowE.  Only  their  act  is  broad;  it  takes  in  all  lines  of  trade. 
■  Mr.  Hardy.  As  it  should. 

Mr.  Bankhead.  Why  do  they  find  it  peculiarly  difficult  in  enforc- 
ing the  provisions  of  tliat  law  with  reference  to  the  marine  industry? 

Mr.  Macdonald,  I  would  say  that  laws  of  this  kind  take  more  than 
the  mere  passage  of  the  law  to  make  them  truly  elfective.  1  do  not 
suppose  that  any  law  of  this  kind,  for  that  matter  any  criminal  law, 
is  100  per  cent  efficient.  It  must  have  public  support.  In  England  it 
does  have  public  support  and  they  enforce  the  law  strictly  and  impose 
heavy  sentences,  but  so  far  they  do  not  seem  to  have  had  the  sup- 
port of  the  marine  interests  as  they  have  had  in  the  textile  and  other 
industries  there  that  have  cooperated  very  closely.  But  for  some  rea- 
son that  I  am  not  acquainted  with  the  marine  trade  does  not  seem  to 
be  in  close  touch  with  the  dAier  organizations. 

Mr.  Bankhbao.  In  othw  words,  I  gather  from  your  statement  that 
the  sentiment  among  those  affected  by  the  law  who  are  in  the  marine 
industry  is  opposed  to  the  enforcement  of  the  law  ? 

Mr.  Chindbwm.  Or  indifferent. 

Mr.  Macdonald.  Or  consider  it  so  thoroughly  fastened  on  the  trade 
that  they  are  hopeless  of  getting  rid  of  it. 

Mr.  Hardy.  I^et  me  suggest  a  reason  that  probably  enters  into  the 
situation:  Marine  purchases  are  made  wherever  a  boat  plies.  A 
vessel  navigating  the  ocean  may  buy  either  on  this  side^  or  the  otlier 
side— in  America  or  Europe,  in  France  or  in  England— and  every 
country  feels  if  thev  were  to  hamper  their  merchants  in  th(>  nego- 
tiation of  trades  with  other  shops  that  their  ships  would  go  elsewhere 
for  the  trade:  and  if  the  master  on  the  ocean  can  get  into  France  and 
get  a  rake-off  and  can  not  get  it  in  England,  he  w;lV*^l^'':2^i%ti''^^^ 
over  there.   Is  not  that  probably  at  the  bottom  of  tlie  di&culty  of 

enforcing:  this  law?  .  /? 

Mr  »iucnoNAU>.  I  think  it  may  account  in  large  measure  for  the 
difficulty  in  the  marine  business,  and  yet  the  excuse  is  only  an  excuse : 
it  is  not  a  justification.  That  excuse  can  be  offered  to-day  by  every 
manufacturer  who  says, « If  I  do  not  pay  graft,  my  competitor  will 

Mr.  Hakot.  I  know,  but  it  is  more  particularly  the  case  when  you 
have  no  law  in  effect.  The  EngUsh  law  does  not  affect  the  French 
merchant. 

Mr.  Macdonau).  That  is  true.  i  i* 

Mr  Hardy.  And  consequently  he  says  the  situation  resolves  itself 
into,  a  question  of  paymg  fees  in  his  own  country  and  lettmg^ 
merchant  in  his  own  country  get  the  trade  of  the  shipmaster,  nrtiier 
than  let  it  go  to  the  merchant  on  the  other  side  of  the  water 

Mr  Macdonald.  That  may  luscount,  possibly,  for  the  difficulty. 

Mr'  H  vrdy.  And  we  are  gomg  to  find,  if  we  enforce  this  law,  the 
shipmasters  who  want  the  graft  takmg  their  trade  somewhere  else- 
that  they  are  going  to  place  a  large  proportion  of  their  orders  some- 
•  where  else. 
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Mr.  EowE.  But,  on  the  other  hand,  I  believe  that  the  owners  of 
the  ships  and  officers  of  the  companies,  if  we  enforce  the  hiw  strictly, 
will  want,  to  trade  and  want  to  have  their  repairs  made  in  our 
harbors. 

Mr.  Hardt.  That  is  a  question  of  how  it  is  going  to  work  out.  I 
do  not  know. 

Mr.  RowE.  I  believe  we  will  lose  some  of  our  work,  but  gain  other 
work  that  will  more  than  make  up  for  it. 

Mr.  Hardy.  That  is  along  the  line  that  honesty  is  the  best  policy. 

Mr,  CiiiNDBLOM.  I  can  see  another  way,  I  think,  in  which  masters 
can  make  use  of  the  present  situation.  The  world  is  their  market ;  they 
can  go  anywhere  and  they  can  go  to  a  dealer  in  supplies  anywhere 
and  claim,  whether  it  is  true  or  not,  that  if  they  do  not  get  their  fee 
here  they  can  get  it  elsewhere:  and  the  merchant  is  unable  to  refute 
that  statement;  because  the  business  is  scattered  all  over  the  world. 

Mr.  Hardy.  Tliis  business  of  graft  is  the  most  vicious  element  in 
our  commerce.  How  to  meet  it  is  the  difficulty,  but  I  am  for  trying 
every  possible  way  that  Ave  can.  Unless  I  hear  some  definite  argu- 
ment that  it  is  going  to  do  harm,  I  want  to  try  to  enforce  the  law.  I 
do  not  think  there  is  any  question  that  it  is  a  moral  turpitude  that 
ought  to  be  punished. 

Mr.  Chindblom.  Whatever  be  the  result,  there  can  be  no  justifica- 
tion for  failing  to  pass  a  law  to  stamp  out  crime* 

Mr.  Habdt.  No;  that  is  the  situation. 

(The  hearing  was  thereupon  doeed^) 
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TO  PROHIBIT  THE  PAYMENT  OF  GRATUITIES  TO  THE  MASTERS 

OF  VESSELS. 


Committee  on  the  Mebchant  Marine  and  Fisheries, 

House  of  Representatives, 
Thursday^  January  13 ^  1921. 

The  committee  met  at  3  o'clock  p.  m.,  Hon.  William  S.  Greelie 
(chairman)  presiding. 

Hie  Chaibman.  The  committee  has  mider  consideration  H.  K.  9572, 
introduced  by  Mr.  Miller,  a  bill  to  prohibit  the  payment  of  gratuities 
to  the  masters  of  vessels,  or  other  persons,  for  the  purpose  of  inducing 
or  securing  contracts  for  repairing  vessels  or  furnishing  vessels  wim 
supplies  or, other  necessaries,  and  we  will  be  glad  to  hear  from  Mr. 
KirUn  at  this  time.  We  have  had  a  previous  hearing  on  this  bilL 

STATEMEHT  OF  MS.  J.  FABXEB  KIBIIir,  HEW  TOBX,  B£FBE- 
SEHTDra  THE  AMEBICAV  STEAMSHIP  OWITEBS'  ASSOCIATIOH. 

Mr.  KiBLiN.  Mr.  Chairman,  the  suggestion  came  to  the  American 
Steamship  Owners'  Association  to  the  effect  that  the  committee  would 
like  to  hear  the  views  of  the  association  upon  this  bill.  This  asso- 
ciation, as  you  know,  is  a  voluntary  association  organized  not  for 
profit  but  merely  for  the  protection  of  the  interests  of  the  American 
steamship  owners  and  is  limited  entirely  to  owners  of  American 
steamships  and  includes  practically  all  of  them. 

The  matter  has  received  consideration,  and  they  have  asked  me,  as 
their  general  counsel,  to  appear  before  you  and  express  their  views. 
I  may  say,  in  a  word,  they  indorse  the  bill  and  see  nothing  in  it  at  all 
which  is  in  any  way  objectionable.  There  are  certain  classes  of 
gratuities  which  have  been  customary  for  many  years,  which  the 
association  would  not  like  to  see  interfered  with,  but  those  are  not 
touched  by  this  bill  in  any  way.  The  gratuities  I  refer  to  are  gratui- 
ties such  as  are  paid  by  those  who  charter  ships  from  shipowners  and 
where  the  gratuities  are  paid  by  the  charterers  to  the  masters  and 
officers  to  insure  careful  watching  of  the  cargo,  prevention  of  thefts, 
proper  delivery,  expedition  of  the  voyage,  and  economical  consump- 
tion of  fuel,  which  is  ordinarily  paid  for  by  the  charterers,  and  not 
where  there  is  a  bonus  or  gratuity  having  in  effect  a  rather  bad  odor 
on  account  of  the  granting  and  reception  of  improper  gratuities. 
There  are  proper  ones  and  improper  ones.  But  as  far  as  this  bill  is 
concerned  it  is  aimed  solely  and  directly  at  the  granting  of  bonuses 
and  gratuities,  which  every  shipowner  desires  to  see  suppressed,  that 
relate  only  to  the  granting  of  gratuities  for  improper  purposes,  for 
the  improper  granting  of  contracts,  or  for  the  improper  execution 
of  contracts.  And  every  shipowner  in  our  association,  and  I  think 
every  American  shipowner  everywhere  would  be  very  glad  to  see  rig- 
orously done  away  with  every  improper  gratuity  such  as  is  aim^ 
at  in  this  act. 
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Mr.  Chixohlom.  I  observoa  that  vou  mentioned  the  execution  of 
contracts.  The  language  in  line  s  of  the  bilK  as  you  will  observe,  is 
"for  the  purpose  of  inducing  the  makin^r  or  phuin<r  ot  any  con- 
tract, express  or  implied,  for  repairs,  supplies,^'  and  so  torth.  1^0  yoi? 
think  that  includes  the  execution  of  a  contract? 

Mr.  KiRLiN.  Did  I  sav  execution  of  contracts? 

Mr.  Chindblom.  I  thoujrht  you  did.  In  all  events,  that  would  be 
an  important  element,  would  it  not  I 

Mr.  KiRLiN,  Yes.  n     n         x  m 

Mr.  Chindblom.  Gratiuties  might  be  given  for  failure  to  execute 
a  proper  contract  or  for  executing  a  contract  m  a  certain  way. 

Mr.  KiRMN.  I  can  imagine  where  a  gratuity  might  go  a  little 
further;  I  can  imagine  where  a  gratuity  might  not  be  given  merely 
for  the  placing  of  a  contract,  but  might  be  given  for  the  U.  K.  ot  a 
contract  which  had  not  been  properly  executed. 

Mr.  Chikdklom.  Or  for  the  wink  of  an  eye  at  some  violation  o±  the 
contract? 

Mr.  Knaiwr.  Yes. 

Mr.  WmTB.  Or  some  particular  construction  of  the  contract. 

Mr.  KiRLiN.  Yes.  But  within  the  purview  of  what  is  intended  here, 
without  reference  to  the  partioiUar  use  of  words  that  would  cover  it, 
I  sav  the  shipowners  are  sedl  agreed  the  policy  is  a  wise  one  and  all 
indorse  the  object  you  have  in  view.  I  think  you  might  very  well 
amend  this  by  some  appropriate  words  to  include  the  approval  of 
an  incorrect  execution  of  contracts  as  well  as  merely  the  inducing 
of  the  making  of  the  contracts  in  the  first  instance.  I  see  nothing 
here  that  trenches  upon,  in  any  way,  the  granting  of  what  I  have 
called  the  customary  gratuities,  which  are  entirely  proper  and  lawful. 
And  I  do  not  think,  therefore,  any  amendment  is  needed  in  order  to 
conserve  or  permit  the  granting  of  tiiose  old-fashioned,  long-custo* 
mary  gratuities  of  a  perfectly  proper  and  legal  character. 

There  is  only  one  further  thought  that  occurs  to  me  in  connection 
with  this,  gentlemen,  and  that  is  whether  it  is  reaUy  necessary,  in  any 
actual  sense.  I  thiok  probably  the  laws  of  every  port  into  which 
an  American  vessel  ma^  come  now  make  such  an  offense,  as  created 
in  this  bill,  punishable  in  the  State  courts.  A  breach  oi  agency  or 
the  receipt  of  improper  gratuities  in  c<mnection  with  the  a^gency 
involving  a  betrayal  of  duty,  would  be  a  breach  of  duty  withm  the 
laws  of  uie  State  of  New  York,  and  I  have  no  doubt  of  the  State  of 
Massachusetts,  and  probably  every  other  State  in  the  TTnion.  The 
only  real  effect  of  this  would  be  to  transfer  the  jurisdiction  for  the 
punishment  of  offenses  of  this  kmd  from  the  State  courts  into  the 
Federal  courts.  Whether  you  think  that  is  really  necessaij  or  not 
is  a  question  of  national  policy  as  to  which  I  have  no  opmion.  I 
only  say  this,  that  the  Federal  courts,  as  you  know,  are  manned  nonft 
too  strongly  at  present.  There  have  been  many  new  offenses  against 
the  United  States  created  in  the  last  six  years  and  the  criminal  calen- 
dars of  the  Federal  courts  are  already  very  much  overburdened.  In 
tlie  State  of  New  York,  for  example,  where  we  have  four  district 
judges  now,  it  is  necessary  to  bring  from  other  districts,  to-day,  more 
than  that  number  in  order  to  enable  them  to  keep  up  with  their 
criminal  docket  and  the  additional  causes  that  they  have  thrust  upon 
them  for  disposition  under  the  new  criminal  laws. 
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The  Chairmak.  So,  you  think  it  might  be  well  to  broaden  this  to 
cover  the  laws  of  any  States 

Mr.  KiBLiN.  I  was  not  mentioning  that  in  that  connection  esi)eci- 
allj,  Mr.  Chainnan,  but,  raUier,  I  was  quering  whether  you  might 
thmk  it  necessary  to  keep  on  creating  new  Federal  offenses  which 
are  already  punishable  in  the  ports  in  which  ships  trade  under  the 
laws  of  the  States  where  the  ports  they  enter  are  located. 

Mr.  Edmonds.  Are  those  laws  carried  out  in  the  States  ? 

Mr.  KntUK.  Personally,  I  have  been  practicing  in  admiralty  for 
35  years,  and  I  have  never  heard  of  a  man  being  arrested  yet  for 
accepting  a  gratuity. 

Mr.  Ed:^iond8.  And  yet  you  know  it  has  been  going  on? 

Mr.  KiKMN.  T  know  it  has  been  going  on ;  but  I  do  not  think  we 
<jan  stoj)  that  by  legislation  altogether.  It  will  probably  go  on,  and 
there  will  be  people  who  pay  and  accept  gratuities  even  if  this  bill 
is  enacted.  It  is  a  secret  business,  and  they  conduct  it  secretly  any- 
how. 

Mr.  Chinublom.  Would  there  be  any  use  in  our  declaring  gratui- 
ties unlawful  unless  we  provide  a  penalty  for  the  offense. 

Mr.  KirajN.  No,  Yet  you  are  really  up  against  the  proposition, 
as  I  see  it,  whether  you  wiU  create  an  additional  offense  for  this,  or, 
rather,  leave  the.laws  of  the  States  to  punish  the  offenders  where  the 
offense  is  already  in  existence. 

Mr.  Edmonbs.  Do  you  not  think  it  would  be  a  good  thing  to  do, 
the  States  having  failed  to  carry  out  the  laws  they  already  have  on 
the  statute  books  at  this  time? 

Mr.  KntLix.  I  do  not  want  to  express  any  opinion  on  the  action 
of  the  States.  I  think  the  abuse  which  has  led  to  the  introduction 
of  this  bill  has  been  glaring,  due  to  the  operation  of  the  Shipping 
Board  ships,  which  is  a  matter  of  comparatively  recent  development. 
There  is  no  doubt,  with  the  best  of  intentions,  operators  have  not  been 
able  to  draw  suddenly  into  this  industry  such  a  large  number  of 
honest  qualified  people  as  there  are  in  the  personnel  of  our  competi- 
tors, which  has  grown  up  as  a  development  of  generaticms.  Men 
have  been  trained  to  it  and  grown  up  to  it,  and  it  is  a  great  strain 
upon  the  morals  of  an  entirely  new  class,  suddenly  brought  in  to  man 
a  hu'^e  number  of  vessels,  to  expect  them  to  take  responsibility  of 
this  sort  for  moderate  pay,  and  passing  large  sums  of  money  through 
their  hands,  without  taking  a  little  rake-on.  The  moral  overstrain, 
if  I  may  speak  of  it  in  that  sense,  has  been  too  great  for  them  to 
resist. 

Mr.  Chindblom.  But  still,  I  understood  you  to  i^ay  that  has  con- 
tinued for  many  years  before  the  Shipping  Board  came  into  opera- 
tion ? 

Mr.  EaRLiN.  I  think  it  has  been  practiced  ever  since  I  can  remem- 
ber. 

Mr,  Chindblom.  You  think  it  grew  worse  during  the  operations 
of  the  Shipping  Board? 

Mr.  KiRLiN.  Yes;  very  much  so.  It  was  not  a  very  serious  matter 
prior  to  that  time:  I  know  in  years  gone  by,  20  years  ago,  I  used 
occasionally  to  see  foreign  contracts  made  between  a  foreign  captain 
and  owner  in  which  it  was  provided  he  was  to  account  to  the  owner 
for  tixe  bonuses  paid  to  him,  recognising  fill  the  w.orld  over  this 
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bonus  business  of  aUowing  a  little  rkke-off  for  coal,  dry-dockmp, 
and  repairs  was  a  pretty  world-wide  practice.       .  ,  ^ 

Mr.  Edmonds,  f  think  you  are  pretty  nearly  right.  Of  course, 
I  had  a  good  deal  to  do  with  the  shipping  business  in  the  early 
eighties  Mid  nineties,  and  along  there,  but  it  looks  bigger  to-day 
because  we  have  a  good  many  more  ships.  +1  ;„i, 

Mr.  KiKUN.  It  was  bigger  because  there  was  more  ot  it.   1  tHink 

it  was  very  moderate  in  me  olden  times. 
Mr.  Chindblom.  They  have  raised  the  ante?  ,    ,  .^^  , 
Mr.  RoajK.  T^ey  have  raised  the  ante,  and  the  bills  are  so  much 
more,  the  expense  is  so  much  more.  A  repair  bill  that  used  to  cost 
$1,000  now  costs  $4,000  or  $5,000,  and  coal  is  so  much  more,  and  it 
is  a  good  deal  easier  to  take  a  Uttle  rake-off  when  the  prices  have 

such  a  wide  margin.  ,    ^  ^  _   

Mr.  Edmonds,  lliis  word  "gratuity"  does  not  affect  any  arrange- 
ment between  the  owners  and  captains,  or  officers,  does  it? 

Mr.  KiELi> .  Xo :  I  think  not.  You  are  referring  to  the  customary 
gratuities  which  I  have  spoken  of  as  being  legitimate? 
Mr.  Edmonds.  Yes. 

Mr.  KiRLiN.  I  do  not  think  it  touches  thetn.  -  ,  « 
Mr.  Edmoxds.  You  think  this  bill  would  not  affect  them? 
Mr.  KiELTX.  No. 

'Mt.  Ed^^ioxds.  During  the  last  few  years  there  has  grown  up,  par- 
ticularly with  ShiDpinsr  Board  operators,  a  practice  of  having  sub- 
sidiary '  companies^  to  do  their  purchasing.    Would  this  bill  cover 

tho?e  "subsidiary  companies?  .  .  t 

Mr.  KiROX.  It  would  if  they  gaA-e  them  any  gratuities,  I  suppose. 
Mr.  Edmoxds.  Suppose  they  gave  them  profits? 
Mr.  KiELix.  I  should  not  think  it  would. 

ilr.  Edmox-d5.  Suppose  they  organize  a  company  in  which  they 
were  th*^  prin'^^ir.-il  -t<»<  khr.lders  and  that  company  purchases  the  sup- 
plies for  the  ship  or  purchases  their  coal? 

Mr.  KiELix.  That  is  a  matter  that  reaches  back  a  great  many  years, 
too.  It  has  been  a  practice  for  agents  of  foreign  lines  in  New  York, 
and  in  other  cities,  to  have  wharf  and  terminal  companies  which  they 
controL   That  was  perfectly  legitimate,  because  the  wharf  charges 
of  tho=^e  i^ents  who  did  not  have  subsidiary  companies  would  be  a 
certain  &r~'-':rit.  say  S150  for  the  dock  or  45  cents  a  ton  for  loading 
coaL   Novr.  t?.  t  work  was  done — stevedoring  work  I  am  thinking 
of  more  f-i^r-'r ailv — by  firms  who  made  a  business  of  stevedoring. 
These  a^rerA-  u.'/i'jhi  there  was  an  increment  of  profit  in  that  and, 
therefore,  instead  of  paring  45  cents  a  ton  to  the  ordinary  stevedoring 
firms  they  woT^ld  form  a  wharf  and  terminal  company  which  would 
do  this  work  under  their  own  guidance,  and  they  would  select  the 
personnel.    They  got  a  certain  measure  of  overlook  arising  from 
their  control  of  it.  and  they  charged  exactly  the  same  prices  for  doing 
this  work  which  were  current  in  this  port  as  the  charges  of  inde- 
pendent firms.   And  I  shoidd.  think  as  lon<r  as  a  subsidiary  company 
did  not  make  any  ovcrchage  it  would  not  be  illegitimate  to  allow  an 
operator  to  pay  to  a  company  which  he  overlooked  himself,  and  in 
which  he  had  an  interest,  the  same  amount  which  he  would  have  to 
.  pay  to  somebody  else  who  had  a  company  and  overlook  and  interest. 

Mr.  Edmokds.  That  company  would  not  be  affected  by  this  biU,  I 
gappoee! 


W)  PBOHIBIT  GEATUITIBS  TO  MASTEJiS  OF  VESSELS 


43 


Mr.  liiBMN.  No ;  I  should  say  not. 

Mr.  Edmonds.  What  I  am  coming  to  is  this :  Say  that  an  operator 
of  Shipping  Board  vessels  formed  a  offlnpany  of  some  of  his  em- 
ployees and  himself  to  purchase  the  supplies  for  the  ship,  the  coal 
for  the  shij),  through  the  subsidiary  company,  and  taking  a  profit 
for  the  subsidiary  company  ? 

Mr.  KmLiN.  As  long  as  the  ship  was  not  charged  any  more  than 
current  prices,  it  does  not  seem  to  me  there  is  any  crime  about  that. 

Mr.  £bM02n>&  Would  there  be  a  possibility  of  knowing  what  the 

current  price  was  in  that  case?  ,     , ,  ,  v.  j 

Mr.  Davis.  There  is  act  any  reason  why  he  should  be  permitted 
to  receive  a  bonus  or  anything  else  of  value  for  giving  the  contract. 

Mr.  Edmonds.  That  is  what  I  am  trying  to  get  at,  whether  we 
ought  not  to  go  a  little  further  in  this  bill.  I  was  told— I  never  fol- 
lowed it  up— a  certain  corporation,  without  mentioning  the  name, 
that  is  operating  Shipping  Board  vessels,  has  formed  with  their 
employees  a  sul^diary  company  and  that  subsidiary  company  buys 
the  supplies.  Now,  there  would  be  no  reason  for  that  subsidiary  com- 
pany without  it  was  worked  for  a  pro^t.  If  the  firm  itself  has  the 
ability  to  purchase  these  sui)plies  at  a  price,  that  must  be  the  price  of 
those  goods,  and  if  the  subsidiary  company  can  add  a  profit  on  top, 
for  the  subsidiary  company,  it  comes  out  of  the  owners  of  the  st^ 
and  it  then  becomes  a  charge  in  the  account  of  tiiose  men,  charged 
up  ao-aiiist  the  expenses  of  the  Shipping  Board  ship.  •     ,  4. 

Mr  KiBLix.  If  there  is  any  increment  of  profit  taken  out  m  that 
way,  I  should  think  that  would  not  be  a  fair  perfOTmance  of  the 
agency  agreement  of  the  operator  with  the  United  States  Uovem- 

ment.  ,  •  x  *. 

Mr.  Hardy.  It  seems  to  me  what  you  want  to  get  at  is  to  prevent 
the  seller  and  ]Durchasing  agent  from  combining  together  for  the 
benefit  of  each  other. 

Mr.  Edmoxds.  That  is  what  I  want  to  prevent. 

Mr.  ('hixdrlom.  And  their  doinir  it  through  a  subsidiary  concern. 

Mr.  Edjioxds.  When  it  is  done  plainly,  one  fellow  goes  to  the 
other  and  savs.  "  Here.  Bill,  if  you  give  me  this  order  I  will  give 
you  25  cents  a  ton,""  and  he  puts  it  down  in  his  pocket. 

Mr.  Hardy.  There  is  no  question  that  is  corrupt. 

Mr.  ED^if>xi)s.  That  man  gets  up  to  the  head  of  this  company  

Mr.  Hardy.  Which  company?  . 

Mr  Edmonds.  Of  the  company  for  which  he  was  purdiasing 
agent  and  he  recognizes  the  fact  all  these  little  things,  which  came 
alon*^  to  him  when  he  was  purchasing  agent,  are  going  to  his  book- 
keeper, stenographer,  and  a  few  others,  and  he  forms  a  purchasing 
company  and  does  all  this  purchasing  through  a  controlbng  com- 

Dwis.  What  would  vou  think  of  a  provision,  either  an  amend- 
ment to  this  or  a  new  section,  m  effect  making  it  unlawful  to  purchase 
from  a  comjaany  the  officers  or  directors  of  which  were  employees 
of  the  ^Shipping  Board?  i-  ^i,    ci  •     •  ^ 

Mr.  Edmonds.  They  would  not  be  employees  of  the  Shipping 

CuuJ-.x.  As  I  understand  this  bill,  from  what  Mr.  Edmonds 
and  wunsel  have  said,  it  is  a  general  bill  in  its  scope^  to  cover  and 
apply  to  everybody  that  would  practice  or  permit  the  giving  of 
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gratuities  to  shipmasters  or  shipowners  f6r  supplies,  building  of  the 
Teasel,  or  contracts  of  any  kind,  aad  I  suppose  it  was  inspired  by 
some  of  the  operations  of  the  Shippmg  Board.  Is  that  n^bbS 

Mr.  KntLiK.  Yes;  that  has  been  since  the  war. 

Mr.  OuujgN.  How  would  it  affect  Tessdb  not  dnrectly  uoibr  tihe 
suneryision  of  the  Shipping  Board? 

Mr.  KntiiiN.  Now,  you  are  cinniag  ieto  the  realm  of  the  members 
of  our  association.  I  am  just  as  anxious  that  their  captailis  should 
not  take  graft  as  the  Ship^Bg  Beftid  fliioiald  be  to  prafTUtt  their 
officers  from  takii^  .graft. 

Mr.  Guillen,  lour  company  is  entirely  outside  the  Shipping 
Board  ;  you  are  a  private  company! 

Mr.  KiRUN.  Our  assodi^n  represmts  private  shipowners  en- 
tirely. 

Mr.  CuLEiEK.  A  bill  of  this  kind  would  reach  your  masters? 

Mr.  KiBUK.  Yes;  but  w«  already  have  legislation  in  tiM  States, 
so  far  as  that  goes. 

Mr.  CuiiLEx.  Do  they  object  to  having  J^^aticsi  for  the  purpose 
of  keeping  shipmasters  honest? 

Mr.  KmuK.  As  I  said,  T  think  the  l^islation  of  our  own  State 
protects  us,  snd  if  anybody  made  a  coinpwint  to  the  attorney  of  the 
State  of  New  York  I  have  no  doubt  an  arrest  would  be  made  just 
as  quiddv  as  if  the  ocmiplaint  were  made  to  the  United  States  attor- 
ney. I  think  the  fact  that  it  *has  not  giv^  rise  to  complaints  and 
TOosecutions  in  the  past  has  been  because^  in  the  first  place,  that 
during  the  period  when  it  has  grown  up  to  the  largest  es^xaat  our 
activities  have  been  otherwise  and  they  have  gloe»^  over  a  good 
many  things  that  would  not  have  been  pas^d  before  the  war  and 
whim  before  the  war  were  not  so  serious.  And  I  imagine  they  will 
abate^  too;  that  as  the  prices  of  commodities  go  down  the  gratuities 
will  go  down. 

Mr.  CuLiiEK.  As  a  natural  consequence? 

Mr.  EjBUK.  I  do  not  think  this  will  be  aS  serious  a  matter  two 
years  from  now  as  it  has  been  in  the  last  two  years.  I  imagine  it  is 
not  as  serious  to-day  as  it  was  two  years  ago. 

Mr.  CuujEX.  Are  you  familiar  with  the  laws  in  all  the  States  in 
regard  to  this? 

Mr.  KiBUK.  I  know  of  New  York  and  Massachusetts  laws  which 
would  punish  the  offenses  mentioned  here. 

Mr.  CuUiEN.  We  have  a  law  in  New  York  State  alonfj  these  lines. 

Mr.  KnajN.  Yes;  and  I  have  no  doubt  they  ha\  o  in  every  State. 

Mr.  Hardt.  Do  you  think  there  is  any  question  but  that  the  man 
who  firets  a  gratuity  from  the  seller  of  an  article  to  the  ship  of  which 
he  is  captain  can  be  sued  and  every  dollar  recovered  from  him  by 
a  civil  action,  under  the  common  law? 

Mr.  KiRLiN.  I  should  say  yes;  for  a  breach  of  his  duty  as  an 
agent. 

Mr.  Haroy.  And  not  only  that,  but  he  has  to  rc^port  he  paid  more 
for  the  goods  thnn  he  did,  when  he  practically  did  not  pay  anything 
but  the  net  anu>unt  the  seller  received. 

Mr.  KiRLix.  I  think  he  would  be  subject  to  prosecution  in  any 
State  in  the  Union. 

Mr.  Hakdy.  I  think  he  would  not  onlv  be  subject  to  civil  action 
to  recover  the  amount  but  to  criminal  prosecution  in  every  State 
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to-day.  I  think  he  would  not  only  be  liable  to  civil  action  but  I 
seriously  question  Avhether  he  Avould  not  be  guilty  of  embezzlement, 
because  you  turn  over  to  the  captain  of  the  vessel  money  which  is 
placed  in  his  hands  to  be  used  for  the  purchase  of  goods,  and  if  he 
buys  $100  worth  and  pays  $90  and  puts  $10  in  his  pocket,  be  has 
embezzled  $10. 

Mr.  KiRLiN.  Virtually. 

Mr.  Hardy.  It  is  just  a  question,  in  my  mind,  whether  you  do  not 
need  the  enforcement  of  the  common  law  rather  than  to  attempt  to 
define  and  ramify  ail  the  different  conditi(ms  that  are  met  hy  com- 
^on  law. 

Mr.  KiRLiN.  My  feelinfr  as  a  lawyer  is  whether  it  is  not  bad  policy. 

Mr.  CuiiLEN.  As  to  the  lanjjuage  pointed  out  in  the  bill  by  my 
^edilei^e,  Mr.  Chindblom,  I  tibdnk  the  phraseology  of  the  bill  in 
some  particulars  should  be  corrected,  because  UAC^  the  |H:ovisi<m6 
-of  it,  as  it  reads  now,  it  is  far-reaching. 

Mr.  KiRiJN.  It  would  rela^  now  not  only  to  officers  but  it  would 
relate  to  any  p&tscm  in  an  orgaaiasatioa  save  of  compamee  owning 
:diips. 

Mr.  CuixEX.  It  would  mate  them  csrirainally  liable  for  the  acts 
of  their  servants. 

Mr.  KiRLiK.  I  do  not  ^ow  about  that.  I  think  I  should  hardly 
be  inclined  to  agree  with  you  aboirt  tJaat. 

Mr.  Hardy.  You  can  not  make  a  man  liable  for  the  criminality  of 
anotlier  without  

Mr.  Davis.  Without  guilty  knowledge. 

Mr.  KiRUK.  My  feeling  as  a  lawyer  is,  if  you  have  at  present  an 
adequate  remedy  for  a  wrong,  it  is  a  bad  policy  to  increase  legisla- 
tion by  ^m/cting  a  new  law.  There  are  too  many  lavrs  now.  But 
it  might  produce  a  moral  eflPect  whi<^  would  be  useful  for  the  United 
States  to  pass  a  law  stamping  its  universal  disapproval  on  an  act  of 
wrongdoing  of  this  character.  That,  I  think^  is  the  prind{>al  and 
only  justification  for  additional  legislation. 

*  Mr.  CmxEN.  In  the  event  of  a  bill  of  this  character  becoming  a 
law  as  a  part  of  the  Federal  statutes,  what  effect  would  it  have  on 
the  laws  of  the  other  States,  as  far  as  prosecutions  are  concerned? 

Mr.  KiwjN.  I  suppose  the  jurisdicti(m  would  be  ctmcurrent.  . 

Mr.  Davis.  Just  as  is  the  case  with  regard  to  a  number  of  othcar 
Yiolations? 

Mr.  Ctjixkn.  That  would  raise  a.nice  legal  question. 

Mr.  KiKMN.  Yes ;  there  has  been  a  great  deal  of  talk  about  what 
is  concurrent  jurisdiction  in  the  Supreme  Court. 

Mr.  CiTLLEN.  We  have  had  that  up  before— the  question  of  con- 
current jurisdiction? 

Mr.  KniMx.  Yes. 

Mr,  C'inxDBLOM.  There  are  plenty  of  offei^es  for  which  prosecu- 
tions may  be  l^ad,  either  under  the  State  law  or  the  Federal  law. 

Mr.  Kiiu.ix.  They  are  rare,  I  think,  Mr.  Chindblom. 

Mr.  White.  This  is  not  quite  a  case  of  concurrence,  is  it;  it  is  the 
violation  in  the  one  case  of  a  State  statute  and,  in  another  case,  a 
violation  of  a  Federal  statute? 

Mr.  KiRMN.  AVhat  I  meant  by  concuiTence  Avas,  if  complaint  was 
made  to  the  district  attorney  of  New  York  and  there  was  a  statute 
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covering  the  offense,  the  State  court  would  probably  have  juris- 
diction of  it.  And  the  same  act  might,  if  this  bill  should  become 
a  law,  be  a  matter  in  respect  to  which  complamt  could  be  made  to 
the  United  States  attorney,  which  would  then  have  to  be  tried  m  a 
Federal  court.  That  is  the  sense  in  which  I  used  the  term  concur- 
rent jurisdiction." 

Mr.  CuLLEN.  It  might  nullify  State  law  ? 

Mr.  Chikdklom.  You  mean  practically  nullify  it? 

Mr.  CunjsN.  Yes;  nullify  State  law  for  all  practical  purposes 

and  intents.  ^ 

Mr.  Davis-  I  do  not  presume  the  New  York  and  Mjassachusetts 
laws  on  this  subject  give  inquisitorial  powers  to  the  grand  jury,  do 
they? 

Mr.  KnojN.  I  can  not  ariswer  that,  I  am  softy  to  say.  1  am  not 
verv  expert  in  criminal  law. 

llr.  H^Y.  I  think  the  grand  jury  always  has  inquisitorial  powerE 
for  any  violation  of  the  law  of  the  State. 

Mr.  Davis.  They  would  not  unless  it  was  expressly  given.  That 
might  remedy  the  situation  somewhat.  Unless  we  should  go  to  the 
extent  of  giving  the  Federal  grand  jury  inquisitorial  powers,  it  oc- 
curs to  me  the  probabilities  are  this  would  prove  a  dead  letter  just 
the  same  as  the  State  law  has,  and  it  certainly  would  unless  the 
owners  of  these  vessels  who  are  interested  would  take  it  upon  them- 
selves to  prosecute  those  guilty  of  the  offenses  defined  in  tnis  bill. 

Mr.  KiRUN.  I  suppose  what  has  really  happened  in  the  past,  the 
owliers  have  discharged  dishonest 'employees  and  let  the  matter  Te^ 
just  there  and  not  give  them  any  recommendation. 

Mr.  Davis.  As  you  sujr^ested  a  while  ago,  the  moral  effect  of 
this  might  deter  some  of  them  from  doing  these  things,  but  as  far  as 
the  effect  it  Avould  have  on  the  State  law  I  believe  I  am  safe  in  say- 
in*;  it  has  been  my  observation  that  where  the  State  and  the  Federal 
Government  ];:ive  conciirrent  power  with  reg^ard  to  certain  offenses 
the  povver  and  :\ctivity  of  one  rather  encourages  and  fosters  the 
activity  of  the  othei';  there  is  a  sort  of  rivalry. 

Mr.  KiRijN.  It  si^urs  tliem  on. 

Mr.  Davis.  When  tlie  State  officials  see  the  (iovernment  has  j^otten 
active  in  I'e^^ard  to  :\  certain  class  of  offenses,  it  calls  to  their  atten- 
tion llie  f;ict  that  publie  criticism  Avill  perliaps  be  directed  against 
them  if  they  do  not  do  likewise.   Does  not  that  frecjuently  occnr? 

Mr.  Kinijx.  That  may  be  so.-  If  this  law  shoidd  be  passed,  it 
prol>ably  Avould  come  to  the  attention  in  a  very  direct  and  positiA^e 
mann<M'  of  a  great  many  officers  who  did  not  know  that  there  were 
State  laws  on  the  subject. 

Mr.  Hardy.  Are  there  any  classes  of  persons  who  might  come 
within  the  category  described  in  this  bill,  but  would  yet  be  morally 
guilty  "f  no  wrong  ?  In  other  words,  is  there  any  Avay  in  wdiich  tlie 
spirit  of  tliis  could  be  contravened?  Suppose  a  man  has  a  definite 
understanding  with  the  owner  of  a  vessel  he  buys  for,  although  he 
occupies  some  other  position,  he  gets  a  commission,  wouldn't  he  come 
under  that  description? 

Mr.  Davis.  That  is  contractual  employment. 

Mr.  Hardy.  I  know.  But  wouldn't  he  be  receiving  a  commission 
for  the  placing? 
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Mr.  CxjtUBSr.  You  might  go  further  and  say  that  where  the  com- 
pany itself  takes  a  (tiscount  off  its  bills  in  the  final  settlement  of  the 
bills  it  might  come  under  the  provisions  of  this  law. 

Mr.  Davis.  But  this  is  modmed  by  the  phrase  that  the  commission, 
bonus,  gratuity,  or  sum  of  money  or  other  thing  of  value  "  shall  be 
received  for  the  purpose  of  inducing  the  making  or  placing  of  any 
contract."  You  see,  that  is  a  consideration  passmg  from  the  vendor 
to  the  purchaser  of  these  supplies  and  is  not  a  commission  or  arrange- 
ment between  the  owner  of  the  vessel  and  his  agent,  the  ma^r. 

Mr.  Hardy.  You  might  have  such  a  condition  as  the  owner  author- 
izing his  captain  to  buy  goods  at  a  certain  price,  and,  if  he  can  get 
them  any  cheaper,  give  hmi  the  benefit  of  it ;  I  do  not  know  whether 
this  would  touch  that  or  not. 

Mr.  KiRLiN,  These  innocent  people  very  often  get  hit  by  laws  not 
aimed  at  them. 

Mr.  Hardy.  That  has  often  happened,  and  they  did  not  know  when 

they  were  beinoj  hit. 

Mr,  KiRLiN.  In  line  8,  you  might  add  for  the  purpose  of  "im- 
properly "  inducing  the  making  or  placing. 

Mr.  Hardy.  Suppose  you  just  change  that  to  read:  if  he  should- 
receive  any  bonus  or  gratuity  or  sum  of  mone;^  or  other  thing  of 
value  from  a  person  furnishing  supplies  or  making  or  placing  such 
contracts  for  the  purpose  of  inducing/'  etc. ;  make  it  clear  he  nmst  re- 
ceive it  from  that  other  party  and  not  from  his  own  employer? 

Mr.  Davis.  In  the  first  place,  there  is  nobody  who  would  want  to 
prosecute  the  man  you  speak  of,  and.  in  the  second  place,  it  would 
not  be  possible  to  convict  a  man  binder  those  circumstances,  because 
every  one  would  know  it  was  not  intended  to  reach  a  matter  of  that 
kind. 

Mr.  KiRLiN.  I  think  it  would  be  well,  in  line  8,  to  put  before  in- 
ducing" the  word  "  improperly." 

The  Chatrmax.  For  the  purpose  of  improperly  inducing? 
Mr.  KiRLTN.  Yes:  or  wrongfully  inducing. 

Mr.  Chlndblom.  Wrongfully,  of  course,  would  imply  a  criminal 
act. 

Mr.  White.  Why  put  in  that  word:  where  is  the  wrong,  why  is 
the  wrong,  and  what  constitutes  the  wrong?  You  have  not  defined 
it  in  the  act.  The  word  does  not  mean  anything  unless  you  define  it 
in  the  act. 

Mr.  KiKMN.  Wrongfully  means  any  breach  of  your  duty,  whatever 
that  may  be. 

Mr.  WHrru.  Now,  then,  the  question  is  what  is  the  duty  ? 

Mr.  KiRUN.  I  had  in  mind  in  suggesting  this :  Suppose  a  company 
has  a  large  number  of  ships  and  it  is  giving  all  of  its  repair  work 
to  one  yard  as  distinguished  from  another  yard,  in  consideration  of 
getting2i  to  5  per  cent  discount  from  its  ordinary  rate  

lifrTwHm!.  Yes. 

Mr.  KiBUN.  Now,  that  would  not  be  a  wrongful  thmg.  But  if 
the  qaptain  of  a  vessel  had  a  general  authority  to  get  these  repairs 
wherever  he  could  get  them  the  cheapest,  and  he  got  the  repairs  from 
somebody  who  woSd  give  him  a  5  per  cent  diseomit,  that  would  be 

a  wrongful  act.  i_      -  j  i  •  • 

Mr.  Edmonds.  Would  this  cover  a  surveyor  who  raided  his  gnc© 

in  order  to  make  a  little  for  himself  out  of  it? 
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Mr.  KiMJN.  I  do  not  think  a  surveyor  would  reaUy  come  under 
this  bill,  nor  is  there  any  real  abuse  about  sttrv«y<WB,  80  ftr  as  l  iwwe 

ever  known.  .  ,   i  ^.i.  ^  i  i_„ 

Mr.  Edmonds.  I  have  some  testimony  in  my  de^  that  looks  very 

bad  for  some  surveyors. 


about  makincr  an  improper  survey  by  which  certain  sums  are  par 
for  repaii-s  and  the  surveyor  gets  his  out  of  that.    Would  this  toiU 

prevent  that  ?  .1  i.   i  j    *u  * 

•  Mr.  KiRLiN.  Of  course,  that  would  ordinarily  be  checked;  ttuA 
would  ordinarily  be  watched  by  the  marine  engmew  or  owarar  wtoo 

checks  tlicii*  survGV"  • 
Mr.  Edmonds,  tliat  may  come  under  private  ownership,  but  it  does 

not  come  in  the  Shipping'  Board,  unfortunately. 

Mr.  KiRLix.  The  Shipping  Board  has  pretty  competent  surveyojs 

in  New  York  and  other  places,  but  the  surveyors,  I  should  say,  would 

not  be  touched  bv  this  bill.  . 

Mr.  Edmonds.  ^It  says  "  for  repairs,  supplies,  or  necessaries  for  any 
vessel,  or  the  use  of  any  dry  dock  or  marine  railway  facilities  for  any 

V6SSg1  " 

Mr.  KiRLiN.  But  it  savs  "who  shall  solicit,  for  the  purpose  of  in- 
ducing the  making  or  placing  of  a  repair."  A  surveyor  would  Hot 
fall  within  those  words. 

Mr.  Chindblom.  Receive  or  solicit. 

Mr.  Edmonds.  This  case  may  have  happened  a  few  years  ago,  but 
there  was  a  case  where  four  surveyors  each  put  up  five  fingers  and 
the  price  went  up  $20,000,  together  with  $20,000  extra  for  the  dry- 
dock  man. 

Mr.  KiRLix.  There  must  have  been  a  very  bad  supermtendent  en- 
gineer on  the  job  there. 

Mr.  Edmonds.  I  am  not  quite  ho  sure  whether  the  engineer  was  not 
one  of  the  four.  It  meant  simply  the  addition  to  1  he  price  for  pretty 
serious  repairs  to  that  vessel  of  ^40,000.  Would  this  bill  cover  that? 

Mr.  KiKLiN.  I  shoidd  not  think  so. 

Mr.  Edmoi^ds.  It  would  be  well  to  cover  a  thing  like  that,  would  it 

not? 

Mr.  KiiiLiN.  If  you  want  to  cover  a  thing  like  that,  I  think  you 
would  have  to  use  some  more  words. 
Is  tbero  anything  more,  gentlemen? 

Mr.  CmNDBL(>3i.  With  reference  to  enlarging  the  scope  of  the 
offense  I  would  suggest,  in  line  S,  after  the  word  making,"  that  you 
strike  out  the  word  or  "  and  insert  a  comma,  and  then,  after  ])iac- 
ing,"  add  construing  or  approving,'"*  so  as  to  make  the  whole 
phrase,  beginning  in  that  line  8,  read :  *  *  *  for  the  purpose  of 
inducing  the  making,  placing,  construing,  or  approving  of  any  con- 
tract." 

Mr.  KiRLiN.  Yes;  I  think  that  would  do  that. 

Mr.  Chindblom.  I  think  you  will  pretty  nearly  cover  everythuig 
then.  Construing  would  include  the  interpretation,  and  approving 
would  include  almost  an}i:hing  that  was  done. 

JJx.  Edmokbb.  Mr.  Kirlin,  I  do  not  know  whether  the  subsidiary 
repair  concerns  in  New  York  are  rml  things  or  whether  thejr  aire 
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inefficient;  but  there  is  a  considerable  number  of  concerns  that  do 
things  that  it  strikes  rue  tlie  dry-dock  man  and  the  repair  man  ought 
to  do  themselves.  For  instniiccv  tliere  is  down  there  in  Whitehall 
Sti'eet  a  marine  contracting  rompany,  I  think,  that  cleans  the  tanks, 
and  there  is  the  I^nion  Paint  Co.,  and  a  few  other  companies  of  that 
kind  down  tliere  in  Whitehall  Street,  that  seem  to  get  a  majority  of 
the  side  work  from  the  repair  yards.  Do  you  know  anything  about 
those  C()m2)anies? 
Mr.  KiiaJN.  Yes. 

Mr.  Edmcnds.  Tlfe  Ignited  Marine  Engineering  Contracting  Co.,  I 
think  one  of  them  is,  and  the  TTnion  Paint  Co.  

Mr.  Ktklin.  I  do  not  knoAv  those  particular  companies  by  name, 
but  I  do  know  this,  tliat  there  have  l)een  companies  which  d(»  sort  of 
whid  you  migl)t  call  subcontracting  work,  such  as  ]>ainting.  cleaning 
the  boilers,  looking  after  the  pumps,  and  doing  minor  rej^air  work, 
such  as  electrical  work  on  the  ships  and  the  repair  of  subsidiary 
machinery. 

Mr.  Edmonds.  Are  those  companies  in  competition  with  any  other 
com])anies,  or  is  all  that  work  just  handed  to  them  by  the  dry-dock 

association  ? 

Mr.  KiRiJN :  I  think  they  are  independent,  but  they  are  often 
employed  by  the  dry-dock  owners  if  the  dry-dock  owners  happen 
to  be  short  of  paint  or  have  not  some  boiler  cleaners  avaihible,  or  for 
any  other  reason.  I  have  never  heard  of  anything  illegal  in  the  per- 
formance of  those  minor  companies. 

Mr.  Edmonds.  Of  course,  you  understand  they  can  be  utilized  to 
make  a  great  deal  of  money  ? 

Mr.  KnOiiN.  I  rellize  that. 

Mr.  Edmonds,  For  instance,  a  dry-dock  owner,  if  it  is  understood 
between  them,  can  put  all  of  his  work  of  that  character  with  this  con- 
cern, which  may  only  have  a  room  and  desk  or  only  desk  room,  so 
far  as  active  work  is  concerned,  and  may  take  a  commission  for  that 
work. 

Mr.  Kirlin.  There  have  been  repair  companies  during  the  war,  so 
called,  that  did  not  have  any  dry-dock  f  acilities,  have  taken  contracts 
and  then  placed  them  with  regular  repair  yards. 

Mr.  Edmonds.  This  is  the  other  way  around. 

Mr.  Kirlin.  I  merely  mention  that  to  show  that  people  sometimes 
undertak©  obligations  which  they  have  no  special  facilities  to  carry 

out. 

Mr.  Edmonds.  There  is  no  question  these  people  do  the  work,  but 
whether  it  is  done  as  a  profit  proposition  is  the  question  in  my  mind. 
When  you  put  a  ship  in  dry  dock  and  want  to  have  it  painted,  do  the 
dry-dock  men  call  up  20  or  30  men  and  get  a  bid  for  it,  in  order  to 
give  an  estimate  that  is  fair,  or  do  they  do  it  themselves  ? 

Mr.  KnttJK.  Usually  the  shipowner  has  a  contract  for  painting, 
and  whcm  the  vessel  is  in  dry  dock  for  overhaul  and  she  has  to  be 
painted  he  won't  give  the  contract  for  the  painting  to  the  dry-dock 
man,  but  he  gives  it  to  the  man  who  has  the  painting  contract. 

Mr.  Edmonds.  Is  not  tihe  real  reason  he  does  that  because  he  wants 
to  keepaway  from  paying  some  of  these  subsidiary  companies? 

Mr.  l&rajN.  I  supposene  gets  a  yearly  contract  for  painting  and 
he  gets  a  little  better  terms  than  the  dry  dock  compajiy  would  give. 
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Mr.  Edmonds.  They  make  the  statement  to  me  that  the  stock  of 
these  subsidiary  companies  is  very,  very  much  more  profitable  than 
the  stock  of  the  steamship  companies.  • 

Mr.  KiRLiN.  I  think  that  mioht  be  so  of  almost  any  steamship  com- 
pany at  the  present  time.  Our  association  is  an  association  of  Ship- 
ping Board  operators.  I  do  not  know  just  wluxt  troubles  and  abuses 
the  Shipping  Board  have  had,  but  so  far  as  our  own  employees  are 
concerned,  I  have  not  heard  of  anything  myself  in  the  way  of  an 
abuse  in  connection  with  these  companies,  have  you? 
•    Mr.  Marvix.  No. 

Mr.  Edmonds.  There  Avas  a  Mr.  Donovan  over  in  New  lork  m 
connection  with  the  New  York  Salvage  Co.— Mr.  Black  and  Mr. 
Donovan.    Do  you  know  either  of  those  gentlemen? 

Mr.  KiiiLiN.  Mr.  Black  I  knovs  well. 

Mr.  Edmonds.  Who  was  his  associate? 

Mr.  KiRLiN.  Mr.  Black  represented  the  London  Salvage  Associa- 
tion for  many  years  in  Xew  York,  and  he  is  a  very  high-class  man. 
Mr.  Ed?^i(~»nds.  Mr.  Donovan  Avas  his  associate,  wasn't  he? 
Mr.  lujiuN.  I  do  not  know ;  I  do  not  seem  to  be  familiar  with 

him.  ,      ,  _ 

Mr.  Edmonds.  Mr.  Donovan— I  believe  he  has  left  now— was 
pretty  active  in  all  those  companies.  As  I  understand  it.  he  Avas 
isonnected  with  the  London  salvage  company  and  also  these  sub- 
^diary  companies;  I  am  not  sure  about  that,  however. 

Mr.  KiRUN.  The  London  Salvage  Association,  as  you  are  probably 
aware,  is  merely  sort  of  a  clearing  house  for  insurance  companies.  It 
is  not  an  insurance  company  itself,  but  it  merel>  overlooks  repairs 
and  disasters  for  the  benefit  of  numbers  of  insurance  companies  that 
may  have  risks  on  particular  ships,  and  Mr.  Black  is  their  agent  m 

NeAv  York.  -    ,  ^  a 

Mr.  Edmoitos.  Mr.  Black  is  still  in  New  York,  isn't  he? 
Mr.  KnOJK.  He  is  still  in  New^  York,  but  I  do  not  know  whether 

he  still  represents  the  association  or  not.  My  impression  is  he  has 

resigned.  .    ,  .  -r 

Mr.  Edmonds.  What  I  am  trying  to  get  at  is  this:  I  want  to  pre- 
vent  anv  friction  and  lost  motion  on  repairs.  If  we  are  gomg  to  lose 
a  lot  of  money  in  repairs,  if  it  is  going  to  cost  a  ship  thirty  or  forty 
thousand  dollars  more  for  any  large  quantity  of  repairs,  we  are  not 
going  to  be  able  to  run.  If  we  are  going  to  keep  our  ships  running  • 
let  ns  have  it  done  in  proper  shape,  and  see  how  much  subsidy  we 
have  to  pay  or  what  we  have  to  do  to  keep  them  running. 

Mr.  Davis.  Is  there  any  question  about  the  Federal  Government 
having  jurisdiction?  Of  course,  we  have  jurisdiction  over  interstate 
and  foreign  commerce  and  over  navigable  streams  and  water;  but 
suppose  a  transaction  occurred,  such  as  'embodied  in  this  act,  on 
shore,  as  perhaps  they  ordinarily  do :  Is  that  such  an  incident  to  navi- 
gation that  the  Federal  Government  would  be  ecmsferued  to  have 
jurisdiction?  What  do  you  think  about  that? 

Mr.  KiRMK.  Of  course,  you  are  touching  upon  a  very  delicate  mat- 
ter just  there ;  but  I  should  be  inclined  to  think  that  the  act  of  a  ship 
master  in  the  taking  of  a  bribe  anywhere  in  the  world  would  be  a 
breach  of  his  duty  to  his  owner  which  would  arise  from  a  contract 
made  with  him  at  home,  and  would  be  punishable—it  would  not 
make  any  difference  where  he  took  the  money. 
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Mr.  Davis.  But  would  it  be  punishable  by  the  Federal  (Govern- 
ment? That  is  the  point  I  am  making.  You  see,  the  Government  can 
not  legally  create  a  criminal  otTense  except  with  regard  to  such  mat- 
ters as  the  Federal  Government  has  jurisdiction  over.  Of  course, 
under  the  Constitution  w^e  have  jurisdiction  over  interstate  and  for- 
eign commerce,  and  by  I'eason  of  that  wc  are  able  to  enact  such  laws 
as  are  marine  in  character  and  our  railroad  laws.  But  Avhen  and 
under  Avhat  theory  could  the  Government  exercise  jurisdiction  over 
strictly  a  land  transaction  between  two  parties?  Say  they  are  in 
New  York  City:  the  master  of  the  vessel  makes  a  purchase  of  sup- 
plies on  shore  from  a  dealer  right  there  in  Xew  York  City  and  the 
whole  transaction  is  completed  right  there  on  shore,  would  the  Gov- 
ernment have  jurisdiction  to  legislate  in  a  case  of  that  kind? 

Mr.  KiRLiN.  It  has  a  very  intimate  and  clo:se  relation  Avith  com- 
merce. You  have  already  provided  that  it  is  unlawful  to  make  an 
advance  to  a  seaman  on  shoi'e  of  his  Avages,  and  that  has  been  sup- 
ported by  the  Supreme  Court  of  the  Ignited  States.  And  the  Su- 
preme Cmirt  has  never  put  any  limitation  that  I  know  of  on  the 
powers  of  the  Federal  Government  over  foreign  commerce,  and  I 
should  not  want  to  have  to  state  where  those  limitations  were. 

Mr.  Davis.  I  am  not  a  marine  laAvyer,  and  that  is  the  reason  I  ask. 

Mr.  KiRLiN.  The  authority  is  very  broad.  I  will  say  this:  That  if 
the  offense  is  committed  on  shore  in  Holland  or  Belgium,  very  prob- 
ably this  would  not  be  a  criminal  offense.  He  would  undoubtedly  be 
liable  civilly  here  for  a  breach  of  duty;  but  if  the  crime  was  com- 
mitted on  shore,  I  am  inclined  to  think  this  would  not  reach  it.  It 
certainly  is  not  an  offense  against  the  United  States  for  a  captain  to 
beat  a  seaman  on  shore  in  a  foreign  pert,  or  to  beat  anybody  else  on 
shore.  On  the  high  seas,  yes;  or  anywhere  within  the  limits  of  the 
admiralty  and  maritime  jurisdiction  on  this  side  it  it;  but  on  the 

foreign  shore,  not. 

Mr.  Davis.  I  knew  as  a  matter  of  course  that  our  courts  would 
have  no  jurisdiction  over  an  offense  committed  in  a  foreign  port, 
but  I  had  reference  to  a  land  tran^u^ion  under  the  provisions  of 
this  act. 

,Mr.  Habdy.  So  you  think  even  if  we  pass  this  law,  a  man  who 
made  tiiis  kind  of  a  deal  in  Belgium  could  not  be  punitshed  here, 
although  he  came  off  an  American  ship  ? 

Mr.  KmuK.  My  opinion  is  not  worth  very  much  on  that,  Judge, 
because  I  do  not  prof^  to  be  a  criminal  kvvyer,  and  how  far  the 
locus  of  embezzldnent  controls  jurisdiction  I  frankly  want  to  admit 
I  do  not  know.  If  it  was  a  larceny,  I  should  unquestionably  say  it 
could  not  be  punished  unless  the  larcenv  was  committed  on  the  ship. 
An  embezzlement  is  sort  of  an  intangible  thing.  It  is  hard  to  say, 
as  a  matter  of  law,  just  where  embezzlement  is  committed;  it  might 
be  committed  on  board  ship  where  the  captain  signed  the  paper,  or 
w  here  he  unlawfully  withheld  the  money.  Perhaps  the  embezzle* 
ment,  technically,  would.be  in  the  home  port  where  he  failed  to 

account.  .  ,  •   •  * 

Mr.  Davts.  One  of  the  principal  requisites  to  conviction  for  a 

criminal  offense  is  proof  of  venue,  and  in  a  case  where  it  could  not  be 

proven  that  it  was  on  a  navigablie  stream  or  on  the  high  seas,  bey<md 

the  3-mile  limit,  the  question  is  whether  the  Government  would  have 

criminal  jurisdiction  of  such  an  offense. 
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•Mr.  White.  Mr.  ^liller  is  both  a  criminal  lawyer  and  an  admiralty 
lawyer  and  perhaps  lie  would  like  to  have  something  to  say  on  that 
subject. 

Mr.  MiLLEK.  I  should  say  jurisdiction  would  immediately  attach 
when  he  makes  an  accounting:;  that  an  American  vessel  whose  master 
is  jruilty  of  a  iramhdent  transaction  which  took  place  in  Belgimn 
or  any  foreifrn  land  when  he  makes  his  accounting  in  this  country 
jurisdiction  attaches.  That  is  universal  law.  As  to  embezzlement 
cases,  I  may  be  the  owner  of  a  factory  in  New  York  and  I  send  a 
man  to  C^ilifornia  and  he  makes  a  contract  dishonestly,  by  which 
I  am  injured,  and  comes  back  to  me  in  New  York  and  makes  an  ac- 
counting to  me  there  by  which  I  am  defrauded  of  certain  sums  of 
money,  although  the  transaction  was  actually  and  physically  carried 
on  in  California,  the  crime  against  me  is  where  he  makes  the  ac- 
counting, and  that  is  in  New  York,  and  the  courts  of  New  York  would 
have  jurisdiction.  At  least,  that  is  the  ordinary  rule. 

Mr.  Davis.  In  your  bill,  the  gravamen  of  tlie  offense  is  not  false 
accounting,  but  the  solicitation  and  reception  of  the  gratuity. 

Mr.  Mii.LKR.  But  there  would  have  to  be  an  accounting  to  the 
steamship  company,  or  else  the  steamship  company  would  not  be  de- 
frauded. 

Mr.  Davis.  Still,  all  criminal  statutes  are  strictly  construed  and 
here  you  do  not  make  a  false  accounting  the  offense.  Under  the 
provisions  of  tliis  bill,  if  he.  under  those  conditions,  accepted  a  bonus 
for  the  purpose  of  inducing  the  trade,  he  would  be  guilty  whether  he 
ever  inade  any  accounting  or  not.  On  the  other  hand,  under  your 
description  of  the  offense  awhile  ago,  regardless  of  the  other,  when  he 
made  a  false  accounting  and  withheld  certain  funds,  that  in  itself 
would  constitute  an  offense.  I  think  you  are  very  probably  correct 
m  tliat.  but  I  am  dealing  with  the  phraseol^j  of  this  bill.  It  might 
be  well  to  add  an  additional  section  or  provision  making  it  an  offense 
also  if  he  shall  render  a  false  accounting. 

Mr.  MajjEsu  Oh,  yes;  tbat  would  be  in  the  wisdMEi  of  tiie  com- 
mittee. 

Mr.  Davis.  And  then  they  could  frame  their  count  under  either 
hem  of  the  dilemma,  and  perhaps  they  would  have  two  counts  in 
the  indictment,  the  first  charging  the  reception  of  the  bonus,  and 
then,  second,  the  rendering  of  a  false  accounting. 

Mr.  Miller.  Very  well:  it  can  be  done  very  e«BUy  and  would 
cover  both  contingencies  which  you  suggest. 

Mr.  KjMhiN.  I  think  that  would  be  a  very  wise  provUdon. 

Mr.  Miller,  I  think  it  would  be  a  very  good  one.  Hiere  is  an- 
other little  thing  in  connection  with  this  bill.  I  drew  fids  very 
hurriedly,  as  you  gentlemen  can  see.  This  bill  lays  the  odium  aimed 
at  on  the  master  of  the  steamship  or  other  person  having  authority 
to  contract  for  repairs.  It  occurs  to  me  it  might  be  weUTif  the  com- 
mittee desired,  to  reach  the  other  fellow  and  make  it  equally  an  of- 
fense for  the  owner  of  a  dry  dock,  marine  railway^  or  peraon  to  offer 
a  bribe  to  the  master ;  make  it  both  ways,  you  know. 

Mr.  TviRMK.  Isn't    berth  ways  now? 

Mx\  MiLLEB.  No. 

Mr,  KiBUK.  I  thought  it  was—"  and  whoever  s&all  receive,  solicit. 
oMestf  give,  or  pay." 
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Mr.  Miij:4BR.  That  is  only  one,  and  I  doubt  very  much  by  the  strict 
construction  criminal  statutes  always  receive  at  the  hands  of  the 
courts  whether  or  not  the  provisions  of  this  bill  would  be  broad 
enough  to  catch  a  rascally  dry-dock  owner  or  person  who  approaches 
the  master  and  induces  the  master  to  be  bribed— the  bribe  otferer, 
in  other  words.  I  just  throw  that  suggestion  out  to  the  committee 
so  as  to  make  it  work  both  ways. 

Mr.  KiRLiN.  I  think  it  would  be  well  for  the  committee  to  heed 
that  suggestion,  because  those  gratuities  almost  alwajs  result  from 
competition  of  oeople  in  the  business  to  get  the  busmess. 

MiujsR.  It  is  two  classes  of  rascals  meting.  .  ^ 

Mr.  KiRUN.  It  is  the  competition  to  get  the  business  which  is  the 
provocation  generally  preceding  the  granting  of  the  fatuity. 

Mr.  MuuLER.  Yes.  Very  often  trading  companies  m  the  portrf 
furnishing  those  supplies  and  rival  repair  men  enter  into  competi- 
tion in  bidding  on  the  graft.  One  will  offer  the  captain  2  per  cent 
and  another  fellow  will  say,  "I  will  beat  that;  I  will  make  it  3," 
and  frequently  they  dicker  backward  and  forward.  I  would  like 
to  cat(  h  the  rascal  attempting  to  bribe  the  master  as  well  as  the  cap- 
tain wlio  is  willing  to  be  bribed.  I  just  throw  that  suggestion  out 
for  the  committee's  consideration. 

Mr.  Edmonds.  I  think  that  is  a  very  good  suggestion  and  a  very 
wise  one. 

Mr.  Hardy.  After  the  word  "receive"  there  you  would  just  put  iH 
the  words  "  or  for  any  person  to  ^rive  or  offer." 

Mr.  ]\IiLLEK.  You  have  had  considerable  experience,  Judue  Hardy,, 
in  construin^r  criminal  statutes,  and  doesn't  it  occur  to  you  it  would 
be  better  to  make  the  act  in  the  alternative — or  any  person  who  fur- 
nishes repairs,  supplies,  and  necessaries  for  vessels,  or  the  owner  of 
any  dry  dock  or  marine  raihvay  who  shall  offer  or  attempt  to  hribe 
any  captain  or  person  havinoj  charjre  of  such  ship.  Doesn't  it  occur 
to  you  it  will  be  safer  to  make  it  in  the  alternative? 

Mr.  HapvOY.  There  is  only  one  thinir  against  that,  and  I  do  not 
knoAv  whether  that  amounts  to  anythinfr  or  not;  you  will  possibly 
destroy  the  only  witness  you  can  use  in  a  conviction  of  the  bribe  taker 
if  you  make  him  e(|ually  guilty  of  an  offense,  because  if  it  is  offered 
and  taken  then  both  are  guilty  under  your  changed  suggestion. 

Mr.  JNItller.  Yes:  the  only  chance  would  be  to  play  one  against 
the  other  in  a  case  like  that. 

Mr.  Hardy.  That  is  sometimes  done,  and  I  suppose,  under  the  law 
of  accomplices  both  the  giver  and  the  taker  would  he  guilty  anyhow. 

Mr.  Miller.  I  suppose  so, 

Mr.  Hardy.  If  a  man  pays  another  to  comnait  an  offense,  isn't  ha 
also  guilty  of  the  offense? 

Mr.  Miller.  Oh,  yes;  as  a  general  proposition. 

^fr.  Hardy.  So  he  would  be  an  accomplice  or  a  principal,  Avliich- 
ever  you  choose;  even  though  your  laAv  made  the  bx'ibe  taker  guilty,, 
the  bribe  giver  would  be  an  accomplice. 

Mr.  Miller.  But  you  might  find  trouble  in  catching  an  accomplice 
under  a  law  written  as  this  one  is,  because  the  law  does  not  say  any 
pei«K>n  who  shuH  aid^  counsel,  abet,  or  assist  in  the  same. 
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Mr.  Hakdy.  Hawirt  we  a  <reneral  hur  in  the  United  State.s  stat- 
utes that  any  |)eis()!i  aidinir,  al)ettin^^  or  assistinjr  in  the  coniniission 
of  the  (»tfense  is  iruilty  of  the  offense  and  suhjeet  to  punishment? 

Mr.  MiLi.Ei;.  That  is  univei'snlly  the  nde  in  the  State  hiws  

Mr.  riAin)Y.  It  is  the  universal  'nde  in  the  State  laws^ 

Mr.  Miller.  I  can  not  say  as  to  the  Federal  hiAv. 

Mr.  H.xKDY.  I  think  the  onh'  exception  is  the  man  wlio  says  Here 
is  a  drink,''  and  you  buy  it  and  pay  for  it.  You  are  not  guilty  and 
he  is. 

Mr.  MiLLi  R.  The  jud<>^e  is  ^etthij;  into  a  practical  application  of  it 
that  I  do  not  know  anythin<r  ahout. 

Mr.  IlAJiPY.  I  do  not  know  anythinir  ahout  the  practical  applica- 
tion of  it.  I  do  not  think  it  would  do  any  harm  to  put  that  pro- 
vision in  here,  because  1  do  not  think  you  are  going  to  get  any  men 
excei)t  with  a  (*orkscrew  anyhow. 

Mr.  Davls.  The  way  that  *renerally  results,  in  the  absence  of  any 
othei"  proof,  the  district  attorney  could  use  as  a  witness  the  one 
apiinst  the  otlu  i*.  jwssibly  under  a  promise  of  immunity. 

Mr.  MiLLKR.  One  reason  1  drafted  this  law  with  tlie  presence  of 
laws  in  various  States  (I  am  not  acquainted  with  the  laws  of  any 
Stato  except  my  own),  we  have  in  my  own  State  what  we  call  an  anti- 
giaft  statute  that  covers  everytliinnj  in  the  shape  of  padded  accounts 
and  all  that  sort  of  thin<r,  and  I  drew  this  law  for  the  purpose  of 
throwing  into  the  h  (uleral  courts  these  specific  classes  of  cases  where 
ships  are  concerned,  for  the  reason  that  a  State  wurt  is  of  limited 
jurisdiction  and  a  witness  gets  outside  of  your  county  and  especially 
outside  of  your  State  and  he  is  gone.  A  ship  com^  into  my  port 
or  into  the  port  of  San  Francisco,  say,  and  the  master  commits  an 
act  in  violation  of  this  statute;  then,  it  sets  sail  and  goes  to  Portland, 
Oreg.,  out  of  the  jurisdic  tion  of  the  State  courts  of  California  and 
you  can  not  touch  it.  But  if  you  throw  it  into  the  United  States 
courts,  you  can.  And  that  is  my  purpose  in  pressing  this  kind  of 
a  bill.  • 

Mr.  Habdt.  Is  there  any  opposition  to  the  enactanent  of  this  legis- 
lation ? 

The  Chairman.  I  have  not  heard  of  any. 

Mr.  Habdt.  I  think  with  the  amendments  suggested  by  Mr.  Miller 
so  as  to  make  it  verbally  and  literally  applicable  to  the  briber  as 
well  as  the  bribee,  I  am  ready  to  vote  on  it  now. 

Mr.  WnrrE.  Mr.  Kirlin,  yon  made  some  reference  to  inserting  lan- 
guage in  line  8,  I  have  just  drawn  this  up  hurriedh  and  submit  it 
to  you:  "For  the  purpose  of  inducing"  and  then  I  insert  "in  fraud 
•of  the  owner  or  operator  of  such  vessel." 

Mr.  KiKUN.  Yes. 

Mr.  White.  Would  that  meet  your  point  ? 
Mr.  KiRMN.  That  would  meet  my  point. 

Mr.  Miller.  Any  language  in  here,  wherebv  the  (^wnw  of  th-  \  (»ssel 
is  defrauded,  of  course  that  would  become,  then,  an  element  of 
proof. 

Mr.  KiRiiiK.  Yes. 

3fr.  Davis.  ^Why  not  the  use  one  word  "  fraudulently if  vou  want 
lo  carry  out  that  idea?  j 
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u I^s^^t  ^''^'M  after  the  word  "to;^  in  line  6,  the  word 
trau(hilently  "~to  fraudulently  receive  or  solicit,  either  directly  or 

indirectly. 

Mr.  Kirlin.  I  said  "wrongfully";  I  think  "fraudulently"  is 

the  better  word. 

Mr.  Miller.  It  is  a  narrow  word,  you  know. 
Mr.  Edmonds.  You  are  not  going  to  foi^  to  put  in  the  words 
"construing  or  approvino:"? 
Mr.  Chindblom.  That  is  at  the  end  of  line  8. 

Mr.  Edmonds.  You  are  not  going  to  forget  to  put  those  words  in 
there? 

Mr.  White.  There  was  a  thought  in  my  mind— I  had  the  same 
general  idea  in  mind  as  Mr.  Chindblom,  but  I  had  a  little  different 
language.  I  was  going  to  suggest  "  or  of  influencing  the  interpreta- 
tion or  execution."  .  I  wonder  if  we  ought  not  to  have  the  word 

execution  "  of  a  contract  in  there. 

Mr.  Chindblom.  That  is  part  of  the  making. 

Mr.  WnrrE.  Is  it? 

Mr.  Miller.  Oh,  no. 

Mr.  Chindblom.  Oh,  yes. 

Mr.  Miller.  You  can  make  a  contract  and  never  execute  It. 
Mr.  Chindblom.  Then  it  is  not  a  cojitract. 
Mr.  Miller.  It  is  an  unexecuted  contract. 

Mr.  CmNnpj.o.M.  If  it  is  a  contract  by  wliich  the  ownei'  or  ajrent 
is  defrauded  then  you  have  made  a  contract.  You  are  not  speaking 
here  of  unexecuted  contracts  or  attempted  contracts? 

Mr.  ^IiLu:];.  That  is  not  my  idea. 

Mr.  CHTNDBLfoi.  You  are  talkin<r  liere  about  real  contracts  and 
"makinir''  the  contracts  cover  the  Avhole  thinir.  in  my  opinion. 

Ml'.  White,  I  Avould  sa}',  instead  of  ''execution,'*  •^or  performance 
•of  the  contract.'' 

Mr.  Chindblom.  You  mean  the  carrying  of  it  out,  not  the  mere 
:signinir  of  it. 

Mr.  Wiirri:.  Not  the  sifrninjr  of  it.  I  take  the  word  "niakin<j:"'  to 
comprehend  the  draftinjr  and  sifininp;  of  it,  and  I  simply  use  the 
word    execution/-  not  in  a  technical  sense. 

Mr.  CHTxnnLOAi.  Makinir  a  contract,  I  think,  inchides  every  ele- 
ment in  tlie  actual  enterinir  into  the  c^mtract.  It  may  l)e  an  oral  con- 
tract, and  then  there  would  be  no  writing  about  it;  but  it  would  still 
be  a  verbal  contract. 

Mr,  Edmonds.  Wliat  I  was  tryinir  to  <ret  at  there  was  this,  that  if 
these  subsidiary  com})anies  are  used  for  expandinir  the  i)rice  of  re- 
pairs— and  I  have  a  very  stron^!:  suspicion  in  my  mind  al)out  them 
from  readino;  these  reports:  their  general  i:et-ni)  indicates  a  com- 
munity of  interest  that  looks  very  pleasant — then  they  ought  not  to 
-exist,  and  we  ought  to  put  them  out  of  business  just  the  same  as  to 
put  the  ca])tain  out  of  business  for  taking  a  gratuity, 

Mr.  KiiiLiN.  Yes;  I  agree  to  that. 

Mr.  Edmonds.  If  we  can  only  put  it  in  this  bill  some  way  or 
other  

Mr.  Kirlin.  On  the  other  hand,  I  do  not  want  to  do  anything  to 
operate  oppressively  against  tJiese  small  companies  that  are  honest. 
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Mr.  Edmonds.  Not  at  all ;  I  do  not  want  to  do  anything  to  operate 
against  a  fair  company. 

Mr.  MiULER.  I  would  like  to  have  the  gentlemen  of  the  committee 
observe  the  penalty  of  this  statute— a  fine  of  not  less  than  $1,000  and 
of  not  more  than  $5,000,  or  by  imprisonment  for  not  less  than  six 
months  and  not  more  than  twelve  months,  or  both.  I  just  throw  out  ■ 
the  su^estion  whether  that  is  excessive.  , 

Mr.  Edmonds.  I  do  not  tiiiink  it  is  considering  the  cost  of  things 
nowadays.^ 

Mr.  KifaJN.  The  only  thing  is  it  makes  it  more  difficult  to  get  con- 
victions. It  would  be  an  awfiiUy  hard  thing  to  get  a  jury  to  convict 
a  ship  master  in  a  case  of  this  kind  where  the  penalty  was  excessive. 

Mr.  MTTjr.TBtt.  You  might  say  "fine  not  exceeding  $1,000  or  im- 
prisonment.^'  • 

Mr.  KiBUN.  I  think  so. 

Mr.  Davis.  This  offense  is  really  tantamount  to  embezzlement  and 
the  penalty  for  embezzlement  imder  the  Federal  law  is  imprison- 
ment in  the  penitentiary,  I  think,  for  from  one  to  five  years.  So  it  is 
not  too  severe  for  the  ojffense.  Tne  only  question  is  whether  it  is  too^ 
severe  to  secure  convictions.  It  might  be  his  commission  would  be^ 
more  than  $1,000.  In  other  words,  he  might  be  able  to  do  as  the  boot- 
leggers do,  where  the  courts  are  so  lenient — ^they  only  have  to  pay  a 
fine,  I  think,  of  $200  and  they  pay  the  fine  and  tiien  are  able  to  make 
it  back  in  a  day  of  two. 

Mr.  KiKMN.  If  he  found  he  had  embezzled  more  than  $1,000,  the 
judge  would  p>robably  put  him  in  jail. 

(The  committee  thereupon  adjourned.) 
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